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i STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERJALS TO THE UNITED STATES IN 
. TIME OF WAR 





MONDAY, SEPTEMBER 21, 1953 


Unrrep Srares SENATE, 
SPECIAL SUBCOMMITTEE ON MINERALS, 
MATERIALS, AND Fugets ECONOMICS OF THE 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Seattle, Wash. 
The subcommittee met at 9: 30 a. m., pursuant to notice, in room 414, 
United States courthouse, Seattle, Wash., Senator George W. Malone 
(chairman) presiding. 
Present: Jerome Adlerman, chief counsel for the subcommittee, and 
George Holderer, engineer of the committee. 
The CHAIRMAN. The subcommittee will be in order. 
The members of the subcommittee, in addition to the chairman, are 
| Eugene Millikin, Colorado; Frank Barrett, Wyoming; James Murray, 
is Montana; and Earle Clements, of Kentucky. 
I submit for the record Senate Resolution No. 143, which provides: 
Resolved, That the Senate Committee on Interior and Insular Affairs, or any 
duly authorized subcommittee thereof, is authorized and directed (1) to make 
a full and complete investigation and study of the accessibility of critical raw 
materials to the United States during a time of war; (2) to study and recom- 
mend methods of encouraging developments to assure the availability of sup- 
plies of such critical raw materials adequate for the expanding economy and 
the security of the United States; and (8) to report to the Senate at the earliest 


possible date, not later than January 31, 1954, the results of its investigation 
and study, together with its recommendations. 


— 


SCOPE OF THE INVESTIGATION 


ORI SI wi Nahe os ihc Bln 


The Cuarrman. By resolution, then, the subcommittee is directed to 
determine, through this investigation, the availability of the critical 
materials to the United States in time of war; also, for the expanding 
economy of future years and for the national security. 

You see, then, that there are really two parts to the work of this 
committee. They must determine, through the best evidence avail- 
able, and their judgment, as to in what areas the transportation 
lines can be kept open in time of war, and then within that area, the 
availability of critical raw materials to this Nation. 

Now, we are studying—the committee is studying 77 such critical 
materials, generally ‘referred to over the years as str: ategic : and critical 
materials, meaning — course, materials, minerals, and fuels necessary 


1 





2 STOCKPILING 


STRATEGIC AND CRITICAL MATERIALS 


for economic and defense needs of this country which have not been 
supplied in toto by our domestic production. 
Material iaciadiee a number of things, such as, for example, wool, 
cotton, rubber, and so forth. 
I am at this time submitting a list of these 77 materials, minerals, 
and fuels, a copy of which will be furnished to the reporter for inclu- 
sion in the record; the list being as follows: 


List OF STRATEGIC 


AND CRITICAL MATERIALS 


Group I—Acquired by Purchase 


Abrasive crude aluminum oxide 
Aluminum 

Antimony 

Asbestos, amosite 

Asbestos, chrysotile 

Asbestos, crocidolite 

Bauxite, metal grade 

Bauxite, refactory grade 
Beryl 

Bismuth 

Cadmium 

Celestite 

Chromite, chemical grade 
Chromite, metallurgical grade 
Chromite, refactory grade 
Cobalt 

Columbite 

Copper 

Corundum 

Diamonds, industrial 
Fluorspar, acid grade 
Fluorspar, metallurgical grade 
Graphite, amorphous lump 
Graphite, crucible grade 
Graphite, lubricant and packing grade 
Kyanite 

Lead 


Magnesium 

Manganese ore, battery grade 

Manganese ore, chemical grade 

Manganese ore, metallurgical grade 

Mercury 

Mica, muscovite 
and better 

Mica, muscovite block, stained 
tube quality) 

Mica, muscovite film 

Mica, muscovite splittings 

Mica, phlogopite splittings 

Molybdenum 

Nickel 

Platinum group metals, iridium 

Platinum group metals, platinum 

Quartz crystals 

Rare earths 

Selenium 

Tin 

Titanium 

Tungsten 

Vanadium 

Zine 

Uranium 

Thorium 


block, good stained 


(radio 


NON MINERALS 


sristles, hog 

Castor oil 

Coconut oil 

Cordage fibers, abaca 

Cordage fibers, sisal 

Cotton, extra long staple 

Feathers and down, waterfowl 

Hyoscine 

Iodine 

Jewel bearings, instrument jewel ex- 
cept vee jewels 

Jewel bearings, sapphire and ruby vee 
jewels 

Jewel bearings, watch and timekeeping 
device jewels 


Opium 

-alm oil 

Pyrethrum 

Quinidine 

Quinine 

Rubber, crude natural 

Sapphire and ruby 

Shellac 

Silk 

Sperm oil 

Tale, steatite, block 

Vegetable tannin extract, chestnut 
Vegetable tannin extract, quebracho 
Vegetable tannin extract, wattle 


Group II—Acquired by Transfer of Surplus Minerals 


Bauxite, abrasive 

Cryolite, natural 

Graphite, crystalline fines 

Ilmenite 

Mica muscovite block, 
lower 

Mica, phlogopite block 

Platinum group metals, osmium 


stained and 


Platinum group metals, palladium 
Platinum group metals, rhodium 
Platinum group metals, ruthenium 
Rutile 

Selenium 

Zirconium ore, baddeleyite 
Zirconium ore, zircon 
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NON MINERALS 


Agar Optical glass 

Cotton Tale, steatite, ground 
Diamond dies Wool 

Emetine | 

The CuarrMan. This investigation will cover what the entire (or 
full) committee considers to be the complete field affecting such avail- 
ability of these materials to the United States in time of war and for 
our expanding economy. 

Those factors include the historical production of this Nation for its 
own use, its imports from the nations of the Western Hemisphere, and 
from the foreign nations of the world beyond the oceans. 

It will also include a study of trade pacts and general agreements on’ 
tariffs and trade, commonly known as GATT; “also it will include a 
study of that general agreement and the outgrowth from that agree- 
ment or what is commonly known as the International Trade Organ- 
ization which was proposed through the Geneva Conference and w hich 
so far has not been accepted by the Congress, and the International 
Materials Conference, organized by the State Department as a substi- 
tute for the International Trade Organization and the International 
Materials Conference is operating to a certain extent. 

Our plan today is to start with Mr. Fletcher, who is president of 
the St. Joseph Lead Co. He is also president of the American Insti- 
tute of Mining and Metallurgical Engineers which, as everyone knows, 
is the oustanding mining-engineering organization of this Nation. 

Mr. Fletcher, the purpose of this meeting as I think you already 
know is to determine, as ordered by the Senate, to determine through 
investigation the availability of the critical materials—that means the 
minerals, materials and fuels that may in any way be considered stra- 
tegic or critical, that are available or that would be available to this 
Nation in wartime. 

Second, to determine how best to stimulate the production in this 
Nation and in the area available to us in wartime, for our expanding 
economy and for the security of the Nation. 

I have watched your operations for a considerable period of time and 
not only think you know your business in your own business, but 1 

believe you know the industrial picture in the United States. 

Having lived through three of these wars, as I have, none of them 
have been nice insofar as availability of these materials is concerned, 
and rather than ask you questions, I am going to ask you, knowing the 
situation and the purpose of this committee, to give us the picture as 
you see ft. 

Mr. Fletcher, would you first identify yourself for the record as you 


would like to be identified, giving your name and your associations, 
please. 


STATEMENT OF ANDREW FLETCHER, PRESIDENT, ST. JOSEPH LEAD 
CO., PRESIDENT OF THE AMERICAN MINING AND METALLURGI- 
CAL ENGINEERS, CHAIRMAN OF THE BOARD OF THE INDUSTRIAL 
HYGIENE FOUNDATION OF AMERICA 


Mr. ae Mr. Chairman, I am Andrew Fletcher, president of 
St. Joseph Lead Co., oe of the American Mining and Metal- 


lurgical Engineers, and chairman of the board of the Industrial Hy- 
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giene Foundation of America, which is an organization primarily in- 
terested in the improving of working and living conditions of the 
American workmen. 

I also have some other connections but I don’t think for the record it 
is necessary to detail them. 


DOMESTIC MARKET GLUTTED WITH LOW-COST FOREIGN LEAD AND ZINC 


It is difficult for me, Senator, to answer very briefly your question, 
but I feel that provided we have and we maintain a United States 
lead and zinc industry, that for all practical purposes, with our 
neighbors on the north and on the south, we probably would have 
enough lead and zinc in the event of another war; but what I am 
concerned about is that with the higher cost of production in the 
United States and the oversupply of lead and zinc in the present world 
market, that coupled with the policy that our administration has had 
for a number of years, that our mining industry, because of higher 
costs, will be shut down and then, in the event of a war, there would 
not be enough lead and zinc available. 

It is unfortunate that in many of our discussions we talk about 
tariffs because the average person in the United States, when they 
hear the word tariff they think of a protective tariff to keep out some- 
thing. Now, what I am thinking about is some kind of method by 
which the higher costs of production in the United States, because of 
the higher rates that we pay our labor, because of the somewhat lower 
grade of our ore—if that could be equalized then we would maintain 
our competitive position. 

I don’t think we should adopt any method that will keep out lead 
and zine, I am only thinking in terms of maintaining our competitive 
position. 

The CuarrMan. You are not talking about a high tariff or a low 
tariff, or duties as the United States Constitution calls it—you are 
simply talking about the differential in the labor costs and in the 
cost of production—— 

Mr. Fietcuer. Yes. 

The CuatrmMan (continuing). When you are talking of tariffs? 

Mr. Fiercuer, Yes. 

The Cuarman. It could be called duty, excise—anything ? 

Mr. Fiercuer. Anything. The situation that is facing the mining 
industry is already being felt by other industries in the United States. 

The CHamMan. You mean by the statement that the same policy 
or principle upon which we have operated for 20 years affects them 
in the same manner as it does you ? 

Mr. Fiercuer. It does, sir, and that is why I was very much im- 
pressed with your address today at the luncheon because I am in 
complete agreement with the position which you took today. 

The CuarrMan. Go ahead, Mr. Fletcher, and outline for the benefit 
of the record just what you think could be done, with special reference 
to a long range policy to be laid down by Congress. 

I have in mind specially that for 20 years we have passed laws that 
put the judgment of what to do in the hands of individuals. We have 
gotten away from the law and go into individual judgment and juris- 
diction. That is my own conviction. What do you think? 
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What are these conditions that would stabilize the lead and zinc 
industry but at the same time would also stabilize the mineral indus- 
try and the industries of the United States, generally ? 

It seems to me that when Congress passed over to the President 
authority under the reciprocal trade agreements that Congress did 
not believe that the protection which had built up the lead and zinc 
industry in the United States would be cut to the extent that it has 
been. 

In the 1935 to 1940 period which was prior to World War II, the 
protection afforded the American miner amounted to roughly 43 per- 
cent of the value of lead and say 38 percent of the value of zinc. Now, 
disregarding the various devices taken by foreign governments, just 
the reduction in the tariff has resulted in the protection of the Ameri- 
can miner being cut from 40 percent to about 8 percent. 

The Cuarrman. 8 percent for both lead and zinc? 


ASSISTANCE REQUIRED TO REVITALIZE INDUSTRY IN DISTRESSED AREAS 


Mr. Fietrcuer. I think it is 6 to 8 percent—depends. It is between 
6 and 8 percent, and we in the United States cannot expect men to 
work underground for less than they can work on the surface. That 
is perfectly apparent when you realize that many of the western mines, 
even with very much lower prices have just recently granted wage 
increases of 8 cents an hour. 

The CHarrman. What other costs of production do we have in this 
Nation that they do not have in other countries? That is, other things 
entering into the cost of production. 

Mr. Frercuer. Certainly, we have a higher standard of living; which 
they are entitled to have, but we in the mining industry are operating 
in an economy in which many other industries are, to a great extent, 
subsidized. For example, the farmers, the steampship companies, air- 
plane companies, many other industries are protected, and our men 
naturally pay higher costs for their living. 

Now, I think that is a good idea but I think it is a better idea if we 
could develop some method by which they are going to continue to 
work and be given employment. 

The Carman. That point you are really making there is that we 
have a choice to make if we are going to stay in business. If we 
are going to have a higher standard of living then we have priced 
ourselves out of the market as against nations that still have the lower 
standard of living and if we are going to compete on an even basis, we 
would either have to reach the same standard approximately or close 
down the industries that couldn’t meet them. 

Mr. Fietrcuer. I am in complete agreement, sir. 


SELF-SUFFICIENCY IN LEAD AND ZINC 


The Caran. How nearly self-sufficient do you think that the 
United States proper could become in the production of zine and léad 
over a 3- to 5-year period, if the industry were given the protection 
of a fair tariff’ 

Mr. Fiercuer. I see no reason why we couldn’t produce through 
newly mined metal and scrap recovery certainly 70 percent. 

The Cuamman. What is the percentage now being produced ? 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Mr. Fretcuer. It is around that, somewhat less. I can give you 
the recent figures. 

The Cuarrman. Yes, give us the figures, if you can, for the record. 

Mr. Fietcuer. In 1952 the mine production of lead was 384,097; 
the recovery from secondary was 471,294. 

The Cuarrman. These are tons? 

Mr. Fietcner. Tons, and our consumption was 1,130,795. We 
therefore required 275,404 tons of lead so that the percentage is 
roughly 25 percent of import. Actually, however, in 1952 we im- 
ported 615,619 tons. 

Now, for zinc we mined 661,023 and our secondary recovery was 
52,856. Our consumption was 940,496 and our required imports were 
therefore 226,617, but our actual imports were 563,842. 

The Cuatrman. I am going to pass on to you a set of charts on lead 
and zine prepared for our committee by the Department of Interior 
Bureau of Mines. You will note that we have a bar chart for each 
year from 1940 to 1952, inclusive, that shows the production in this 
Nation, shows the imports from the Western Hemispheric nations 
other than the United States, of course, and then the imports from 
other countries. It also shows in a bar on the bar chart the con- 
sumption for each year. 

I will ask you if, in general, your figures seem to correspond with 
the charts. Off the record for a moment. 

(Discusion off the record.) 

Mr. Fietcuer. Not having my own figures available it is very dif- 
ficult for me to check them but I would say that data of this type 
which have been issued by the Bureau of Mines—I would not be sus- 
picious of it. I think that it is probably correct. 

The CuHatrMan. It seems at a glance to coincide with your state- 
ment. You will notice that in 1952 that 

Mr. Fiercuer. Yes, it is practically the same. 

The CHatrMAN (continuing). The imports for the year and what 
was needed for the market and consumption 

Mr. Fietcuer. Yes. 

The CuHarrman. Well, I am very much interested in your state- 
ment that you could maintain a 70-percent production in this Nation 
for lead and zinc under proper conditions, and if you would again 
give us the conditions under which you think it could be done, the 
action that would be necessary by Congress, and then if you believe 
that the Western Hemisphere could be self-sufficient in the produc- 
tion of these two metals—I understood you to say that it iealdanend 
what countries in your opinion would be the chief contributors to 
the supply here in the Western Hemisphere ? 

Mr. Fiercuer. May I ask one of my associates to come up here? 

The CHarrman. Yes, have him come up and sit down here. 

Mr. Fietcuer. Charles, don’t you think we can get enough lead and 
zine out of Canada, Mexico, and the United States, in the event of 
another war? 

Mr. Ince. Yes, I think so. 

The CHarrman. Would you give us your name for the record? 

Mr. Ince. Charles Ince, sales manager for the St. Joseph Lead Co. 

In 1951 when we had a partial emergency, unfortunately a lot of 
the Canadian production went abroad. 

Mr. Fiercner. And the Mexican? 
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Mr. Ince. And the Mexican. 
Mr. Fuiercuer. All of the Mexican ? 


MEXICAN AND CANADIAN PRODUCTION OF LEAD AND ZINC 


Mr. Ince. For example, I think we got 800 tons of lead out of 
Mexico in 1951. Today they are importing at the rate of about 4,000 
to 5,000 tons a month and Canada shipped at the rate of about 8,000 
tons per month in 1951 and today it is around 14,000 to 15,000. 

At that time they felt that they had to supply the foreign market 
and particularly the United Kingdom, at least Canada did, but if that 
requirement was not made on the Canadian and Mexican and they de- 
voted or did give us the production that was available, I think that 
with our own production and the Canadian and the Mexican produc- 
tion and along with our secondary, we could take care of our require- 
ments in time of war. 

Mr. Fietcuer. Well, that was my answer to the question. 

Mr. Ince. But that hasn’t proven true during a partial emergency 
in 1951, for example. 

Mr. Fiercuer. But that was because they did not bring it all to the 
United States. 

Mr. Ince. That is right, it went to the higher market. 

Mr. Fiercuer. I have no idea what the requirements would be in 
the event of another war but my feeling is that with the production 
and with the ore resources that are available in Canada, Mexico, and in 
the United States, there should be sufficient. 

The CrairmMan. Let me ask you another question at that point, 
Mr. Fletcher. There is a well-established theme in this country—it 
has been sold to the American people for 20 years, based apparently 
upon the assumption that we know where all of our mineral is that 
we have, therefore we must save it and import from foreign countries. 

Is that the way to do it, or is it necessary for a mining company in 
almost any mineral to have, from maybe from 2 to 3 or maybe 4 or 5 
years’ reserve, and also continue in production, continue to explore and 
find additional reserves ? 

What is the principle under which a successful going concern min- 
ing company must operate to keep in business? Can you do it by sav- 
ing what we know about now in this country and shipping it in from 
foreign countries or is it necessary to continue as a going concern, and 
is it the record of the mining business that you always find additional 
reserves if you keep going, or new deposits, or under what principles 
must a mining company operate in order to stay in business and be 
with us when an emergency exists? 

Mr. Fiercuer. Well, if an emergency existed—— 

The Cuarrman. Well, you are going along in peacetime for many 
years. Is it better to shut the mines down and save what we have and 
then start up again in an emergency, in the meantime, shipping in 
from other countries, or is it better to have a going concern so that 
when you have an emergency you are ready to speed up? For the 
record, I would like to know. 

Mr. Fiercuer. Well, you can’t do it. 

The Cuamman. You can’t do what? 

Mr. Fiercuer. You can’t do that. Well, I think I should correct 
that. Certainly you can do it—I mean you can give up all mining 
in the United States and you can keep your own reserves. The ore 
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reserves which we have mined for the last 50 years were here when the 
Indians were here but we really created our own ore reserves. There 
are great ore reserves in the United States today provided we would 
create them. 

For example, the reason I am not a “have-notter” is because it was 
only about 10 to 15 years ago that the capacity for magnesium in the 
United States was 9,000 tons and I believe it is 100,000 tons today and 
we still have plenty of sea water. 

The Cuarman. You still have plenty of brucite and lots of other 
things you can use, too. 

Mr. Fiercuer. Well, with aluminum—at the start of the Civil 
War, there was a scarcity of aluminum because aluminum cost $500 
a pound. There was plenty of ore. Aluminum today is plentiful 
and is cheap because we have developed processes to get it out and we 
have a going concern aluminum industry. 

Then, titanium metal today is scarce. There is a shortage of tita- 
nium metal. There is no shortage of titanium ore. All we need to 
get plenty of titanium metal is to develop an efficient process for recov- 
ering the metal. 

Now, the same thing applies in other metals or other commodities 
and if we shut down our lead and zine mines, for example, we are not 
going to have young men engineers coming into the industry and when, 
as you say, an emergency arises, we won’t have engineers and what is 
even more important, we won’t have equipment. 


THEORY OF CONSERVATION OF MINERALS IN THE GROUND 


The Cuatrman. That is, trained miners? 

Mr. Fiercuer. So that the thought of being able to keep your 
reserves in the ground and then when an emergency arises to quickly 
run under ground and mine them—it is impossible. You must main- 
tain a mining industry if you want to not depend entirely on foreign 
resources for lead and zinc. 

The Cuatrman. Then if it should develop as a fact that with the 
instruments of war—the improved submarines, improved airplanes, 
improved methods of fighting a war, there would be considerable doubt 
of being able to maintain a “fre ight line across either ocean, or both 
oceans, to bring these necessary materials and what you have just said 
then apparently would mean that you must maintain a going concern 
mining industry in this Nation or in this Western Hemisphere so that 
it would be available, is that what you believe ? 

Mr. Frercuer. I do. 

The Cuatrman. Tell us more about this trained manpower, if you 
will. Does it apply to other industries? In the watch industry prac- 
tically all of our movements are now being made in Switzerland and 
the people who made those movements are the ones you would transfer 
over in an emergency to make instruments that run an airplane and 
do a lot of other things. 

Isn’t it just as necessary then in all such industries such as machine 
tools, precision instruments, watch movements, mining, and even in 
making butter, isn’t it all under the same tent? You have to have a 
going concern to maintain your economy and be ready before an 
emergency ? 

Mr. Frercuer. I don’t really like to express an opinion about watch- 

making or buttermaking but I do think that the same requirement of 
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having well-educated technical men and skilled men is absolutely 
essential. 

The Cuarrman. I was a boilermaker’s helper at one time and to 
become a boilermaker took about 4 years before they would let you 
in:the boiler alone and to be a good boilermaker or a good machinist 
required a longer period of time than in many instances it takes to 
get a college education. It now seems as though those things were 
forgotten. 

Mr. Fiercuer. I served my time in the shipyards after gaining a 
technical education at Yale. 


The CHatmrman. Most people that know about the industry have 
done so. 
Mr. Adlerman, do you have any questions? 


BREAK IN THE LEAD AND ZINC MARKET IN 1952 BY DUMPING LEAD AND ZINC 
IN THE UNITED STATES BY GREAT BRITAIN 


Mr. ApLerMAN. Yes. You remarked a little while ago that in 1951, 
Mr. Fletcher, due to the regulations of the United States Government 
here and price levels and so forth, the deliveries from Mexico and 
Canada went to the United Kingdom, is that correct ? 

Mr. F.iercuer. A substantial part of them went to England, and 
Mexico’s went to the Continent, too. I mean, the Canadian pro- 
duction went to the United Kingdom. 

Mr. ApterMan. Are you familiar with the cause of the diversion 
from normal channels in the United States from Canada and Mexico 
to the United Kingdom and other nations in Europe? 

Mr. Ince. Well, the high prices prevailing in the world market as 
compared to our controlled prices here. 

Mr. Apterman. And do you know what effect the International 
Materials Conference had on that? Are you familiar with that? 

Mr. Ince. Yes; well, they only attempted to control zinc. They 
didn’t attempt it in the case of lead and as you know, they set up 
quotas of consumption for each 

Mr. ApierMaN. Yes; at the time the OPS was regulating the prices; 
is that correct ? 

Mr. Ince. Yes; they were regulating the prices. They were regu- 
lating our prices, that is correct, through the State Department. 

Mr. ApterMAN. They were regulating the price of lead ? 

Mr. Ince. That is right. 

Mr. ApLerMAN. And did they do that at the behest of the State 
Department ? 

Mr. Fiercuer. No; I do not think so. The price was regulated 
here under the Price Stabilization Board. 

Mr. Apterman. And did that come under the Office of Defense 
Mobilization at that time, too? 

Mr. Firrcuer. I don’t think so; I think they were divorced. You 
had the OPA and the OPS. 

Mr. Apterman. Did your company have any representation in the 
advisory committees / 

Mr. Fiercuer. Yes; we had. 

Mr. Apterman. And were you aware at that time that they were 
pricing lead under the world market price? 
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Mr. FiercHer. Yes; and we requested some adjustment to take 
care of the situation. 

Mr. ApterMAN. And were any representatives of the State De- 
partment or in the Office of Defense Mobilization interested at ths ut 
time in the fixing of the price in OPS on lead and zinc ? 

Mr. Ince. I couldn't say. 

Mr. ApiterMan. All right, as a final—— 

Mr. Incr. I imagine as a final policy they may have been consulted. 

Mr. ApLeRMAN. The fact is that lead and zine did go to the United 
Kingdom ? 

Mr. Ince. A great lot went there. 

Mr. ApLErRMAN. The fact is that there was a severe shortage in the 
United States in 1951. 

Mr. Ince. Beg pardon ? 

Mr. AptermMANn. There was a severe shortage of lead in 1951 in the 
United States ? 

Mr. Ince. That is right. 

Mr. ApLeErMAN. What was the amount of imports of lead in 1951? 
I think you have the figures there. 

Mr. FLercuer. I have them; 248,000 tons. 

Mr. ApierMan. All right; would you read the amount of lead im- 
ported in 1952? 

Mr. Fiercner. 615,619 tons. 

Mr. ApitermMan. And did most of that come from Canada, Mexico, 
and Great Britain 

Mr. Ince. Canada and Mexico were major contributors but Yugo- 
slavia and Australia were big factors. 

Mr. ApterMaN. But most of those imports were due to the dump- 
ing of lead by Great Lritain upon the United States markets ? 

Mr. Ince. There were substantial] imports, transfers of the stock- 
pile commitments from the British Ministry of Supply to the United 
States. They sold a substantial tonnage to our stockpile. 

They had overbought from some of the Commonwealth Nations; 
they had overbought from Australia and they transferred some of that 
lead on some sales arrangement to our stockpile, so from the stockpile 
figures that surplus of imports obviously must have gone some place. 
The stoc kpile was the major—— 

Mr. ApLeRMAN. That was in 1952? 

Mr. Ince. Yes. 

Mr. ApterMAN. Do you remember the month that happened ? 

Mr. Ince. It was late 1952 I would say, and we had this carryover 
into this year. 

Mr. Apterman. And they dumped that lead on the market. Did 
the price of lead fall very sharply in the United States as the result 
of that dumping? 

Mr. Incr. Well, the Ministry of Supply transferred the stock to 
our stockpile and did not break the price. 

It was really a diversion of lead from the Continent to this coun- 
try that broke our price. In other words, Canada no longer supply- 
ing the United Kingdom. They were through with stockpiling and 
bulk buying over there. 

Mr. ApierMAN. They released their contract; is that right? 

Mr. Ince. They released their contract; that is right, so it wasn’t 

the United Kingdom that dumped here. I say it was a diversion from 
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the Continent. They owned the lead and they released it to the United 
States market and instead of just delivering it in England, they re- 
leased it on the United States market and got paid for it. The Min- 
istry of Supply had made commitments. They had to take those but 
they transferred those commitments and sold to our stockpile, but 
they terminated their agreements with the Commonwealth Nations. 

Mr. Apterman. You say stockpile 

Mr. Ince. Our stockpile. 

Mr. ApLERMAN. The United States stockpile? 

Mr. Ince. But the Commonwealth Nations, Canada and Aus- 
tralia 

Mr. ApLerMANn. What was the break in the price between 1951 and 
1952? What was the average price here? 

Mr. Ince. In 1951 our price was 1914 cents for zine and 19 cents 
for lead. 

Mr. ApLERMAN. What is the present price? 

Mr. Inoz. The present price for lead is 1314, and for zine, 10. 

Mr. ApteERMAN. And what was it in 1952? 

Mr. Incr. In 1952? Well, it broke steadily through 1952. 

Mr. Apterman. As a result of that sharp break in prices, did many 
of the mines close down, the lead mines in the United States. 

Mr. Ince. I would not be in a position to answer that. 

Mr. Fietcuer. I think that some closed down, but one of the rea- 
sons that more did not close down was because many mining com- 
panies thought that relief would be extended through the simpson 
bill. 

Mr. Apterman. And it wasn’t extended ¢ 

Mr. FietcHer. And therefore, they continued to operate. 

Mr. ApteRMAN. At a loss? 

Mr. Fiercuer. At a loss, and I think if your committee will some- 
time look at the earning statements for the first 6 months—we will 
give them to you. 

Mr. ApLErRMAN. We will get that? 

(The matter referred to is as follows:) 








Operating earnings before taxes of selected metal producers in the United States 


First 6 
Company 1950 1951 1952 rst © 


months 1953 








American Smelting & Refining----- ..-----| $63, 474, 687 $75, 200, 510 $24, 334, 487 
American Zinc, Lead & Smelting 7, 857, 518 8, 579, 965 1, 354, 107 
DING oo a di aan ch cacd J 83, 232, 300 04, 722, 158 66, 192, 496 32, 386, 930 
Bagdad wailed —_ 1, 632, 758 903, 601 689, 671 > 

Bunker Hill & Sullivan _. | 5, 492, 994 4, 626, 488 2, 849, 604 632, 148 
Callahan Zine... ._- adigilaencn 4a Madbuduaghn camel 31, 484 16, 405 | 101, 492 

Calumet & Hecla__. re! 9, 173, 488 8, 033, 528 6, 325, 129 5, 288, 664 
Chief Consolidated............. ddlizio daleal 24, 353 | 270, 876 | 154, 287 |....- 

Copper Range ae 2, 741, 588 2, 191, 645 | 2, 944, 110 1, 857, 221 
Consolidated ¢ Coppermines.- 1, 395, 090 4, 047, 339 3, 704, 104 2, 650, 482 
Day --. Se a cuisee : 883, 060 992, 116 681, 937 37, 233 
Howe Sound. sania ai 3, 733, 048 7, 304, 414 4, 668, 595 1, 728, 639 
Kennecott __..... couwee NeSwed cde ckse 144, 775, 409 172, 687,375 | 158,343,039 99, 549, 869 
Magma ll ineydomenint . ; ~ a 2, 635, 970 1, 963, 783 893, 903 

Miami 4, 399, 443 7, 476, 256 6, 776, 242 2, 780, 772 
National Lead (and St. Louis s Smelting)... ; 50,862,175 | 57, 164, 414 43, 416, 967 34, 315, 334 
New Jersey Zine... wo sit 13, 747, 661 18, 357, 403 9, 380, 647 | 1, 866, 551 
Peru (Illinois Zine) .....-- : hdl 353, 600 1, 064, 378 244, 707 239, 851 
Phelps Dodge. IE PNG. EE EE ‘i 69, 308, 480 87, 754, 133 64, 176, 590 | 40, 668, 020 
St. Joseph Lead Co | 18, 295, 666 25, 399,303 | 13, 646, 363 6, 918, 802 
Sullivan—Bunker Hill & Sullivan and Hecla___| 4, 444, 369 4, 410, 763 2, 619,521 | 
Sunshine____.___- i . 4, 675, 730 4, 136. 400 3, 888, 361 

Tennessee Copper (Tennessee e Corp. Fi. od 6, 747, 676 8, 464, 005 8, 843, 243 6, 184, 800 
U. 8, Smelting . i ald a 1, 910, 951 4, 280, 925 3, 886, 638 337, 083 





Source: Moody’s Industrials. 





12 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 





Mr. Fiercuer. For 1953 and especially for the 6 months ending—— 
Mr. ApLERMAN. Well, if these mines close down, many of them 
will never be able to reopen ? 

Mr. Fiercuer. Well, when you say never, it is difficult to say—— 

Mr. ApterMAN. But it won’t be feasible or practical unless you 
get a terrific subsidy in some cases ? 

Mr. Fiercuer. Well, it would be a very inadvisable thing to do, to 
shut them down and then try to open them up again. 

Mr. Apterman. And that would be a serious loss of our defense 
potential; would it not? 

Mr. Fiercuer. Oh, yes. 

The Cuarrman. Put it this way: If they were closed down, in order 
to open them up again there would have to be substantial subsidies ‘ 
paid over and above the market price ¢ ; 

























Mr. Friercuer. Well, either a very substantial subsidy or a very 
high market price, but a high market price is unfortunate. 

Mr. ApterMAN. I have one more question. Are you aware of the 
fact that a good part of the British stockpile was purchased with ECA 
money ¢ 

Mr. Fiercuer. No, sir. 

Mr. ApterMAN. You would have no knowledge of that? 

Mr. Fiercuer. No. 

Mr. Apterman. I think I can state for the record that a very large 
and substantial amount of the stockpile—l think it was some $36 
million that came from ECA for the purchase of British lead, which 
lead, as you say, was released to the United States market and broke 
the United States market. I think that should go in the record. 

The Cuarrman. I think that applies to only lead and zine. 

Mr. ApLERMAN. Yes. 

The CuHarrman. Paying 10 cents per pound more for copper on the 
market than we were paying here, and we were supplying them with 
the money through the Marshall plan, ECA, and other sources. 

This committee is now working on that particular part of it, and 
we hope to complete the record, but the causes of closing down here 
for a number of industries, I think will be shown, that the furnishing 
of money to foreign nations under the guise of stockpiling was a 
contributing factor ; that they would buy or contract for the purchase 
of these materials, ‘and then when they had more, or whether they 1" 
had more than they needed or not, they at least decided to turn them 
loose in our market, and there being no equalizer, as you have described, 
such as a duty or import fee or tariff, naturally you were in open 
competition in 1952 with the materials that had been contracted for 
previously by foreign nations, and not being utilized by them. 

Do you remember when the influx started ? 
Mr. Fiercuer. Yes. 
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ST. JOSEPH’S LEAD FOREIGN INTEREST 







The Cuatrman. Regardless of the cause, it came, and you had no 
defense against it; you had to compete with it on the open market, 
is that right ? 

Mr. Fiercuer. Yes, of course, but what we are experiencing now is 
the result of considerably more lead and zinc being produced in the 
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world than is consumed and I do not think our Government appre- 
ciated the situation because they were buying for stockpile and taking 
the surplus production off the market. 

Mr. ApLERMAN, Mr. Fletcher, does your company have any interest 
in the Zellidia Mines in Morocco? 

Mr. Fiercuer. Yes, sir. 

Mr. ADLERMAN. How much interest do they have? 

Mr. Fiercuer. I think we have only about 2 percent interest. 

Mr. Ince. I think it is less than 2 percent. 

Mr. Fietcuer. In the Zellidja mines, but in the adjoining property, 
which is in Algeria and known as North Africaine, Zellidja has a 51 
percent interest in that we have a 1714 6 percent interest. 

Mr. ApterMAN. Is there a restriction on the amount of interest an 
American mining company may have in French-owned property ¢ 

Mr. Fuercner. I think there is. I think under French law, 51 
percent must be owned 

Mr. ADLERMAN. By French nationals? 

Mr. Fiercuer. I believe so. 

Mr. Cameron. I am not sure of that answer, sir. 

The CuarrMAn. Would you identify yourself, sir, for the record ? 

Mr. Cameron. Frank Cameron, vice president, St. Joseph Lead Co. 

I do not know what the law is regarding ownership, but I do know 
in Algeria control must be held by French citizens. I am not sure of 
the exact ruling on that. 

Mr. ApLERMAN. I would just like to remind Mr. Fletcher that he 
made the statement that there was too much lead being produced in 
the world today, more than is being consumed. The Zellidja mine is a 
very large produce er and do you know whether or not you have had 
any aid or assistance from the United States Government by way 
of loans or other assistance ? 

Mr. Fuiercuer. Yes, there was. 

Mr. ApterMan. And what was the size of the loan you got from 
the United States. 

Mr. Fietcuer. I am not familiar with it. 

Mr. ApterMAN. Would Mr. Cameron know? 

Mr. Cameron, The loan was not negotiated by us. It was negotiated 
by the Zellidja Co. and my recollection of it was that it was over 
three and one-half million dollars for equipment, which equipment 
was largely purchased in this country. 

Mr. ApLerMAN. What sort of equipment was that ? 

Mr. Cameron. Mining equipment and a large mill. 

Mr. ApterMaNn. What was the name of the mill? What type of 
mill was that? 

Mr. Cameron. A three-circuit flotation mill. 

Mr. Apterman. And how old would that mill have been when you 
bought it? 

Mr. Cameron. It is a new mill; a brand new mill. We con- 
structed it. 

Mr. AptermMan. And you say the amount of assistance you received 
at Zellidja mines was $314 million? 

Mr. Cameron. Yes. 

Mr. ApterMaNn. Was more than that authorized? 

Mr. Cameron. I can’t answer that; I don’t recall. 
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Mr. ApiermMan. And was that assistance extended by the ECA, 
the MSA, or the Export-Import Bank? 

Mr. Cameron. Export-Import Bank. 

Mr. ApLeRMAN. Was any of that assistance extended by the MSA 
or ECA? 

Mr. Cameron. Not that I know of. 

Mr. ApteRMAN. That was all by the Export-Import Bank? 

Mr. Cameron. No, that was the ECA. 

Mr. ApLermMAN. And you say the total amount extended was $314 
million ? 

Mr. Cameron. To my recollection. 

Mr. Apterman. And how is that being repaid? 

Mr. Cameron. In metal. 

Mr. ApLERMAN. In metal ? 

Mr. Cameron. Yes, sir. 

Mr. ApLERMAN. At the world price? 

Mr. Cameron. Yes, sir; I think it is world price. 

Mr. ApLeRMAN. Now, the normal port of export for that mine is 
on the Mediterranean; is it not? 

Mr. Cameron. Yes, sir. 

Mr. Apterman. During a time of war, do you feel we will be able 
to get any part of that product? 

Mr. Cameron. That depends on where we—the site of hostilities. 

Mr. ApLERMAN. Well, let’s say we have an all-out war with Russia. 

Mr. Cameron. I doubt it. 

The CHatrmMan. Do you have any further statement you would 
like to make, Mr. Fletcher? 
Mr. Fiercner. No, Senator. 


GENERAL 





AGREEMENTS ON TARIFF AND TRADE AND OTHER MATERIAL 
CONTROLS 


The Cratrrman. I think from our preliminary investigation it will 
be shown that our international plan for the last 20 years points 
toward development of foreign supplies. It is not altogether in 
ores but we are talking about ores when we are talking about mining. 

They are also building large flood-control projects and irrigation 
projects almost everywhere and complaining that our foreign sale 
of farm products is dropping off. 

But confining it to mining, it begins to look like an inside conspir- 
acy to make us dependent on foreign sources for the materials with- 
out which we could not fight a war or run our economy. 

Now, what, in your opinion, might happen if we followed the Gen- 
eral Agreements on Tariffs and Trade, toot as GATT, the pro- 
posed International Trade Organization which the Senate and House 
refused to accept, but apparently consisted of members of the United 
Nations banded together to establish some kind of cartel and control 
prices and distribution. 

There were between 50 and 60 nations who were to meet once each 
year or more and determine the markets of the world, the production 
would have been divided among the nations of the world on a basis 
of need which they called “International Entitlements for Consump- 
tion.” It was new to most of us. 
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Have you, Mr. Fletcher, ever studied this situation as to the GATT 
arrangement in the first meeting in Geneva and then at Torquay, 
E ngland, the outgrowth of which was further plans to control inter- 
national and domestic prices? 

Since the Congress did not accept the International Trade Or- 
ganization, this International Materials Conference has been pro- 
moted by the State Department. What effect do you think the Inter- 
national Materials Conference has now since ITO is temporarily 
dead—what effect is this having on all of these plans that have re- 
sulted in what you gentlemen have so adequately described as an influx 
of ore at the wrong time? 

Mr. Fiercuer. Well, I am very much opposed to any international 
commodity agreements, international cartels, and I think if we should 
ever agree to them, we would probably end up by having no mining 
industry in this country. Mr. Wormser, who was Vice Preside ont of 
St. Joseph Lead Co. before becoming Assistant Secret: ary of the In- 
terior, has made, in my opinion, some very pertinent speeches directly 
on that subject and I would be very happy to send you copies of 
them. He made a very careful study and what he said very compe- 
tently in those talks, expresses my views on the matter. 

The CHarrMan. Then you think that any international agreement 
and guaranty on prices on these materials—of course, mostly the guar- 
anty comes from us because we are the only ones that have any new 
money in the game, would be detrimental to the mining industry in the 
long run ? 

Mr. Fiercuer. Yes. 

The Cuarrman. Are you aware of a meeting that was held in Mexico 
City last August, just a little over a year ago—it was a year ago in 
August, where there were 33 nations, I think, 27 or 33 nations gathered 
there at the invitation of the International Bank. I believe England 
represented the sterling bloc and our State Department represented 
our Nation. At this meeting they discussed this very subject, among 
other subjects, stabilization of other currencies, no doubt, but a sug- 
gestion was made there by England, for consideration by the other 
nations, that any nation which sold more goods during any current 
year than it purchased would make up the difference in cash? 

Are you familiar with the Mexico conference? 

Mr. Fiercuer. No, sir; I am not. 

The Carman. Well, Mr. Fletcher, the committee appreciates very 
much your appearance here. It is a closed session so that only the 
committee would decide on what, if anything, to make public from this 
hearing, but I hope, and I know I am expressing the thought of the 
members of the committee, that you will continue to cooperate with us. 
If you have, through your organization, at the end of this mining 
congress, any further written statement about any portion of your 
testimony here that you would like to submit, we will make it part 
of the record. 

Mr. Fiercuer. Thank you, sir. 

The Cuatrman. I want to again express our appreciation for your 
appearance here and the opinions which you have expressed, because 
it was our idea here = this mining congress to hear from very prac- 
tical producing peopl 
Mr. Fiercuer. T ak you. 
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RESOLUTION OF THR AMERICAN MINING CONGRESS MEETING IN SEATTLI 


The Cuatrrman. Thank you very much, Mr. Fletcher. 

I now have two resolutions adopted by the American Mining Con- 
gress in session here in Seattle, Wash., the first being dated September 
21, 1953, as follows: 


Whereas the Nation must look to its own reserves for the major portion of its 
mineral supply ; and 

Whereas the proper function of international trade is to supplement rather 
than supplant domestic production of the metals and minerals essential to our 
economy and the safeguarding of our national security ; and 

Whereas the Senate of the United States has taken cognizance of this situa- 
tion and accordingly adopted Senate Resolution No. 143, which reads as follows: 

“Resolved, That the Senate Committee on Interior and Insular Affairs, or any 
duly authorized subcommittee thereof, is authorized and directed (1) to make 
a full and complete investigation and study of the accessibility of critical raw 
materials to the United States during a time of war; (2) to study and recom- 
mend methods of encouraging developments to assure the availability of sup- 
plies of such critical raw materials adequate for the expanding economy and the 
security of the United States; and (3) to report to the Senate at the earliest 
possible date, not later than January 31, 1954, the results of its investigation and 
study, together with its recommendations.” And 

Whereas the Minerals, Materials, and Fuels Economics Subcommittee of the 
Senate Committee on Interior and Insular Affairs, has been authorized and in- 
structed to carry out the mandate of Senate Resolution 143: Now, therefore, 
be it 

Resolved, That we commend the Senate of the United States for its foresighted- 
ness in this matter and offer the subcommittee the assistance of the mining 
industry to the end that the intent of Senate Resolution 143 may be fully 
carried out. 


The Cuarrman. Then we have a set of resolutions regarding tariffs 
adopted by the American Mining Congress on September 22, 1953, 
as follows: 


TARIFFS 


Despite progressive increase in imports, the Nation will still need to look to 
its own reserves for the major portion of its minerals supply. 

Experience has shown that our people should not be left dependent on 
foreign ore reserves as a source of supply in an emergency, however important 
it may be to import some metals and minerals to supplement domestic produc- 
tion and to fill out stockpiles with materials in which we are deficient. World 
political conditions as well as the hazards of possible air and submarine warfare 
support this conclusion. 

We recommend, therefore, that Congress exercise its authority over tariffs 
to be administered for the welfare of the American people and provide reason- 
able protection when needed against competition from low foreign wages and 
depreciated currencies. 

We endorse the principle of a flexible tariff to safeguard against the dumping 
of imports such as has caused unemployment and heavy financial losses in 
the domestic lead and zinc mining industry during the past year. We believe 
that such a tariff will serve to provide greater market stability and thus 
protect both consumers and producers from the hazards of alternating periods of 
shortages and oversupply. 

We oppose intergovernmental commodity agreements that call for control 
over industry, or involve international regulation of production, distribution 
and prices. 

National security requires a healthy domestic mining industry with ample 
productive capacity and experienced working forces. Our greatest protection 
is industrial strength. We recommend maintenance of fullest possible capacity 
for the production of strategic and critical metals and minerals within the 
United States. 
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STOCKPILING 


We recommend a national policy of stockpiling strategic and critical mate- 
rials on a permanent basis and the provision of adequate funds at all times for 
orderly purchases for possible emergency needs. As long as the security of 
the free world is threatened the Nation’s stockpiles must be filled. 

We approve and have urged consistently the stockpiting of metals and 
minerals essential for defense and emergency needs. But we believe the most 
efficient and economical procedure is to stockpile at times like the present when 
output exceeds demand and that it is in the national interest to adjust or suspend 
stockpiling purchases during a period when critical shortage of metals causes 
dislocation of production in defense and essential industries. 

We recommend that no withdrawals from stockpiles be authorized except 
in a declared emergency when national security clearly requires release of a 
particular material. All metals and minerals acquired pursuant to the pro- 
visions of the Defense Production Act which are excess to the needs of programs 
under this act should be transferred promptly to the national stockpile and be 
subject to withdrawal only under like conditions of a declared emergency. 

We deplore discriminary practices favoring foreign purchases of metals and 
minerals for stockpiling and urge that Government agencies afford domestic 
mines at least the same price and other considerations and advantages give for- 
eign production by our Government. 

The continued operation of prospectors and small mining concerns is important 
because these smaller operations provide a pool of specialized knowledge and 
trained manpower available for the expansion of minerals production in the 
event of an emergency. Their activities also are the source of new mine discov- 
eries of consequence, 


FURTHER STATEMENT OF ANDREW FLETCHER, PRESIDENT, ST. 
JOSEPH LEAD CO., NEW YORK CITY, AND PRESIDENT OF THE 
AMERICAN MINING AND METALLURGICAL ENGINEERS IN 
HEARINGS HELD ON JANUARY 6, 1954, WASHINGTON, D. C. 


Present: Senators George W. Malone, Nevada (chairman of the 
subcommittee), and Henry C. Dworshak, Idaho. 

Present also: Jerome S. Adlerman, counsel to the subcommittee and 
George B. Holderer, committee engineer. 

Senator Matonr. Mr. Fletcher, you recall that you testified in execu- 
tive session before the committee in Seattle on September 21 on the 
occasion of the meeting of the American Mining Congress. The 
testimony you gave at that time was the start of a series of hearings 
that we have continued to the present time. 

The committee is directed by Senate Resolution 143 to determine 
the availability of critical materials in time of war and for our expand- 
ing economy and for our security. That inserted an element that had 
not theretofore been included in congressional investigations. We not 
only have to know where we can get the materials and the extent of 
our production to make recommendations to the Senate which we think 
will bring about maximum production in this Nation, but we also have 
to know where this material is available in wartime, which means, of 
course, where we can protect our transportation lines. 


DEPENDABLE SOURCE OF STRATEGIC AND CRITICAL MATERIAL, WESTERN 
HEMISPHERE 


“ 


We have already had evidence from General Wedemeyer and Gen. 
Bonner Fellers, both of whom are well-known generals in one or both 
39888—54- -pt. 10-—3 
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World Wars, and from General Johnson, who is assistant to Mr. 
Thomas, one of the chief deputies to the Secretary of Defense, Mr. 
Wilson. They all agree that the Western Hemisphere will be the 
dependable supply of materials in wartime; that the importation of 
critical and strategic materials depends upon protecting our transpor- 
tation lines, and the protection of these transportation lines will be 
very problematical. 


DEPENDENCY ON FOREIGN NATIONS FOR RAW MATERIALS 


Therefore, two things have happened under the spread of imports 
of foreign countries under the 1934 Trade Agreements Act. Under 
agreements made by the Secretary of State, we have become dependent 
on countries across the ocean for many of the critical minerals and 
materials necessary to fight a war. 

For example, from India we are getting 800,000 or 900,000 tons of 
manganese annually—about half of our annual consumption—and 
not one of the generals indicated, nor has anyone else indicated, that 
you can protect the transportation lines from India during a war. 
In other words, 24 hours after a fourth world war could be declared— 
an all-out world war—our supply of manganese from India would be 
completely cut off. 

In addition, we have some record of how these things take place. 
Even in peacetime a nation having full control of its imports and 
exports can refuse to export such vital materials. For example, India 
did stop the export of monazite sand in peacetime, and we needed this 
monazite sand very much at that time. 

Mr. Fletcher, we have asked you to come here in spite of the fact 
that you are very busy for we know that you are an expert—really 
an expert—in the production of some of the materials of interest to 
this committee, and that in a general way you know the principle 
necessary to bring about maximum production in this Nation. 

So, if you will identify yourself for the purpose of the record and 
just proceed in your own way and give us the benefits of your advice 
and counsel, I know it will be very helpful to this committee. 

Mr. Fiercner. My name is Andrew Fletcher. I am president of 
the St. Joseph Lead Co., 250 Park Avenue, New York, and this year 
I am also president of the American Institute of Mining and Metal- 
lurgical Engineers. 


MAINTENANCE OF MINERAL RESERVES IN THE GROUND 


I think that the difficulty which the mine industry of the United 
States is today facing is primarily because of a mistaken policy on the 
part of our Government and our State Department that you can main- 
tain mineral resources in the ground, shut down the mines, and buy 
your raw materials in the cheapest market. That is one reason why 
I think you have seen the production of lead and zine in the United 
States fall off under the difficulties that the industry has experienced 
because of the reduction in the tariffs from, roughly, 36 to 40 percent 
of the value of the metal which existed prior to World War II to only 
6 or 8 percent. 

There isn’t any doubt that it costs more, primarily because of our 
high standard of living in this country, to produce lead and zinc here 
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than it does abroad. The same thing applies insofar as wheat, cotton, 
petroleum, wool, china, glass, and many other products. 

Senator Matong. Does that apply in the same way to wheat, corn, 
and flax 

Mr. Fuiercuer. Certainly, and that is the reason why it has been 
necessary to have the various support programs. 

In answer to your question, there isn’t the slightest doubt in my 
mind that we in the Western Hemisphere can become entirely self- 
sufficient insofar as lead and zine are concerned, provided we don’t shut 
the mines down in the United States. We used to produce roughly 
600,000 tons of lead a year in the twenties. Then we got down to, say, 
450,000 tons. Weare now down, right now, to about 300,000 tons. 

Although the St. Joseph Lead Co. can continue to produce, if some 
relief is not afforded the western mines, I would not be at all surprised 
to see the production of lead in this country fall materialy below even 
300,000 tons. 


LOW-COST IMPORTS TO SHUT DOWN HIGH-COST PRODUCERS 


Senator Marone. At this point, Mr. Fletcher, you mentioned some 
relief for the mining industry. The mining industry has never asked 
for monetary relief; has it? 

Mr. Fiercner. We haven't asked for relief, but we are now faced 
with a situation that if we do not develop some way to pay for the 
higher cost of production in this country, then we are not going to have 
production except from companies like St. Joseph and possibly one or 
two others. 

Senator Matone. What sort of protection have we enjoyed and what 
has been the principle to maintain American production in this country 
on a higher living standard and higher wages than foreign countries ¢ 
What has been the long-standing method for maintaining production ? 


IMPLEMENTATIONS OF 1934 TRADE AGREEMENTS 


Mr. Fiercuer. We had a tariff. But when the previous adminis- 
trations took away from Congress and adopted the policy of reciprocal 
trade agreements, then 

Senator Martone. You are referring now to the 1934 Trade Agree- 
ments Act, I presume. 

Mr. Fiercuer. Yes. 

Senator Martone. Did you ever read that act? 

Mr. FLercuer. Well, yes; but I am not an expert on it. 

Senator Marone. Did you ever find the words “reciprocal trade” 
in it? 

Mr. Fiercuer. To tell you the truth, I don’t think I did, but I 
always thought of it as reciprocal trade. 

Senator Matone. I think that was a tremendous propaganda ma- 
chine working on that part of it, because those two words are not 
carried in the act. The law does not say it is reciprocal or that it is 
intended tobe. But it was sold to the country as reciprocal trade. 

What they did do was to insert a political factor into the negotia- 
tions. Always before, for 175 years up to and including the 1934 
Trade Agreements Act, the acts of Congress culminated in.1930 in the 
1930 Tariff Act. This 1930 Tariff Act included section 336 and said 
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specifically that the Tariff Commission should determine the difference 
in cost of production between an article here and that same article or 
a similar article in the chief competing foreign nation and then recom- 
mend that that be the tariff. It was all on an economic basis. 

Another factor was inserted in the 1934 Trade Agreements Act, a 
theretofore unknown factor, a political factor ; that if in the judgment 
of the Executive—the Secretary of State, as it worked out—the over- 
all national interest would be advanced, in regard to our relations with 
foreign countries, by trade, he could trade one industry for another 
and remake the industrial map of the United States. This he has 
proceeded to do. 

Some of the industries, like the zinc and lead industry, many of 
the mineral industries, the crockery industry, the watch industry, the 
bicycle industry, and thousands of others suddenly have awakened to 
the fact that they are not on this new industrial map. And the argu- 
ment is still made that it is good for the United States to remake the 
industrial map. The State Department has now gone far enough to 
say that when these men are thrown out of work in certain areas, they 
will train them for other work, for a different kind of profession or 
job. 

Now, the oldtime setup has been revived; that is, that we put the 
taxpayers’ money on national defense contracts in these depressed 
areas, areas which are depressed by the very actions that the State 
Department has taken. 

The Constitution of the United States, article I, section 8, says in 
so many words that Congress shall lay the duties, imposts, and excises, 
called tariffs and import fees. It also says Congress shall regulate 
foreign commerce. The 1934 Trade Agreements Act transferred 
bodily that power to the Executive, which, as it has worked out, has 
been the State Department. That act was passed for 3 years in 1934, 
and it has been extended 3 years each time until 1951, when it was 
extended for 2 years; and last year it was extended for 1 year. It 
now expires on June 12, 1954. If it is not extended, the power to lay 
these imposts, excises, and duties reverts to Congress, which is done 
through its agent, the Tariff Commission. 

The trade agreements already made are not affected. They are 
simply in full force and effect until the President of the United States 
or the head of a nation with which a trade agreement has been made 
serves 6 months’ notice of cancellation. That would be another 
consideration. 

Therefore, unless they want to make further trade agreements, there 
is no reason to extend the 1934 Trade Agreements Act. 

So you are talking about protection, you are talking about the tariffs 
as computed by the Tariff Commission, the agent of Congress and 
under the jurisdiction of the Congress of the United States as the 
Constitution provides, 

Go ahead. 


IMPORTS OF LEAD AND ZINC EXCEED CONSUMPTION 


Mr. Fiercuer. There are, of course, additional ways of maintaining 
the industry in the United States besides tariff. For example, we 
could buy the world’s surplus for stockpiling. There has been too 





RRS > ie va RR aoe e200 


i 
4 
4 











STOCKPILING STRATEGIC AND CRITICAL MATERIALS 21 


much lead and zine produced in the world for at least the last 5 years, 
irrespective as to comments made by various governmental officials, 
and that can be shown by the fact that in the 5-year period from 1948 
to 1952, about 950,000 tons more lead was imported into the United 
States than consumed, and about 450,000 tons of zinc. 

Fortunately, quite a lot of that surplus and unconsumed metal was 
taken by the stockpile, but now the pidastes is faced with the fact that 
the stockpile is filled and we will have at least 150,000 tons more lead 
imported into the United States in 1953 than we needed, and probably 
200,000 tons more zinc. 


DISADVANTAGE OF INCREASING STOCKPILE GOALS 


The disadvantage, from my point of view, of increasing the stock- 
pile is that it does not in any way curtail the unneeded world surplus, 
and we are just bailing out the world. 

We could have a subsidy. For example, we could pay, as is done 
in agriculture, a subsidy of, say, 3, 4, or 5 cents per pound for all 
lead and zine produced in the United States. But again, the diffi- 
culty is that that does not in any way curtail the unneeded world 
surplus, and I am afraid that the mining industry would soon find 
itself, if it accepted subsidies, in exactly the same position as our 
farmers are now finding themselves. 

Senator Martone. The farmers now have about three crops available, 

Mr. Fiercuer. We could also have quotas. That is probably the 
simplest, certainly from the Government point of view, just saying 
how much could be imported. That is done with sugar and other 
commodities. It is being done with wool now, I think. 

The trouble with quotas on metals is that sugar is sugar, but we 
have many grades of metals, and we have an enormous number of 
different grades of concentrates and ores. It would just mean that 
even if you could work out an equitable basis wherein you allocated 
the amount of imports among the countries, you would very soon 
find yourself in a position where you would then have to allocate 
the imports among the smelters. I can foresee so many difficulties 
and there are probably so many difficulties that I can’t foresee, that 
I would hesitate to recommend quotas. 


TARIFF RECOMMENDED AS A MEDIA TO MAINTAIN A GOING CONCERN 
MINING INDUSTRY 


Therefore, if we want to maintain a mine industry in the United 
States—and I certainly think we do, if for no other reason than 
the defense of our country and possibly once more for the defense 
of the free world—then we must go back to a tariff. 

The industry has presented to the Tariff Commission a lot of data, 
and has asked for relief under the escape clause. I have been sur- 
prised that to date apparently no relied under the reciprocal trade 
agreements has been given under the escape clause. 

Senator Marone. If an industry is granted relief under the escape 
clause, which has been brought about through a trade agreement, 
then are there other things that the foreign nations party to the trade 
agreement can do that complicate the whole situation ? 

Mr. Fiercuer. I think so. 
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Senator Matone. In other words, it is not a practical matter to grant 
relief. 

Mr. Fiercuer. I hope that we will get relief, because if we don’t 
get relief I think that you will see a very serious falling off of mine 
production inside the next 6 months. There are many properties 
that are today just being held open in the hope that either Congress 
or the Tariff Commission or the President or somebody will develop 
some way to maintain the industry in this country and to offset the 
higher costs of production here. 

Senator DworsHakx. Mr. Chairman, I would like to ask a question 
at this point. 


DISTRESSES OF THE LEAD AND ZINC PRODUCERS 


Mr. Fletcher, I have read your statements before various groups, 
and I think you are acknowledged to be one of the leaders in the 
lead-mining industry. It seems that everybody recognizes the serious 
plight in which the domestic-mining industry finds itself. In fact, 
it has been in those circumstances for more than a year. Everybody 
does some talking about it. 

When I was home in Idaho during the recess of Congress, in the 
great Coeur d’Alene area where we produce so much lead and zine, I 
was impressed by the fact that everybody realizes we have this acute 
problem, and they are expecting the administration, the Tariff Com- 
mission, and the Congress to take some remedial action, but nothing 
has been done. 

I think some of us who are profoundly interested in this situation 
and in these problems do not recognize that there is a predominance of 
free trade sentiment in the country. People in policymaking posi- 
tions in the executive and legislative branches feel that stenting 
should be done, but the record shows that nothing has been done. 

I do not know how long the mining industry, particularly the 
smaller mines, can continue to produce and survive under these adverse 
conditions, but I should like to ask you, if you do realistically feel 
that there is not much prospect of getting the tariff protection that 
is so essential for the mining industry at this time, would you not say 
that the imposition of quotas would help to some extent? You just 
said that you thought import quotas would be very inadequate. Do 
you not feel that that relief would be much better than having no 
action whatsoever taken in behalf of the domestic mining industry? 


FOREIGN PRODUCTION AND COSTS 


Mr. Fiercuer. There is no question that quotas would be the most 
adequate relief possible, provided you knew how to set the quotas. 
It seems to me that you could have a sliding-scale quota. In other 
words, you would have to base the quota on consumption. 

If, for example, you were using, say, 1,200,000 tons of lead and you 
wanted to produce in the country 400,000, and you figured that you 
would get 400,000 from scrap, therefore your imports should be based 
at 400,000. However, assuming that your consumption dropped from 
1,200,000 tons to, say, a million tons, and you still wanted to produce 
for the defense of the country 400,000 tons, then you would have to cut 
the quota by 200,000 tons. So you would have to have a sliding quota 
based on consumption. 
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You would also have to decide as to whether you are going to have 
the quota affect only metal or whether it is going to affect concentrates, 
and you would have to allocate among all of the countries in the world, 
metal and concentrates. 

In lead it is a little simpler than it is for zine, because in smelting 
zine certain smelters have to have a certain grade of concentrates. 
Therefore, you would find yourself in a position where in some coun- 
try you would say, “From this particular mine we are quite willing to 
take all of the quota, but we don’t want any from this other mine.” 
. Senator DworsHak. Would you settle for quotas if you cannot get 
3 tariff protection, or do you think we had better ignore the whole thing 

and just forget about it and let foreign lead and zine mines continue 
to increase their production as they have been doing? In fact, it is 
my understanding that in some months of the past calendar year, 
enough imports of zine came into this country to take care of our 
entire current requirements, obviating the need of producing a single 
ton of zinc in this country. Is that correct? 

Mr. Fiercnuer. That is right. 

Senator DworsHak. How are we going to overcome that situation? 

q Mr. Fiercuer. In the first 6 months of this year, the surplus 
imports were sufficient so that you could have shut down every zinc 
mine in the United States. 

Senator Dworsuak. Then, certainly, even tariff protection would 
be inadequate when we realize that in foreign mines they can produce 
these minerals probably at one-third the cost we can in this country, 
where in many instances we pay miners as much a day as they are 
paid a month in foreign mines. I saw that comparison made in the 
copper mines in Rhodesia, where they received as much per month 
there as we pay per day to the miners in this country. 

Under those circumstances, even quite ample tariff protection cer- 
tainly would not discourage or prevent the imports of lead and zine, 
and possibly copper later, to the extent that the production in this 
country can be continued in a satisfactory manner to safeguard our 
national defense. Is that not true, if you consider merely the cost 
factor and eliminate placing restraints or restrictions of any kind 
upon imports? 

Mr. Fiercuer. Senator, I think there is no doubt that you can 
produce cheaper outside the United States than you can produce in- 
side, but I doubt whether you can produce quite as cheap as you stated. 
I know you can produce it cheaper. 

Senator DworsHak. Then, would you give us an estimate? I do not 
want to embarrass you, but I am sure your research department of 
your company knows what the cost of producing a pound of lead is 
j abroad. It will vary, of course, in Africa, South America, and other 

countries. Would you like to tell us what you think the actual cost 
of production of lead is offshore? 

Mr. Fiercuer. I think it is difficult on account of the varying ex- 
change rates, a certain amount of subsidies given foreign production, 
the varying transportation costs, and all these factors, but when 
foreign production is being maintained at roughly the prevailing 
prices, it is fair to assume that foreign costs are below the prevailing 
prices; whereas in the United States, production is not being main- 
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tained. Therefore, it is quite apparent that production costs in the 
United States are higher than the prevailing prices. 

Senator Dworsuax. Do you think that lead can be produced at 5 
or 6 cents per pound in foreign countries today ¢ 

Mr. Fiercuer. No, sir; I do not. 

Senator DworsuaK. With the use of cheap foreign labor? 

Mr. Fiercuer. No, sir. 

Senator Dworsuax. You do not agree with me, then, when I refer 
to the report I read about the copper situation in Rhodesia, where 
experienced copper miners, native copper miners, received from $10 
to $16 per month, that they could produce copper in those mines at 
just a small percentage of the cost of producing copper in this 
country ¢ 

Mr. Fiercuer. I don’t know about copper, but insofar as lead is 
concerned, I am quite sure there is no lead being produced in the 
world today at 5 or 6 cents. 

Senator Dworsnax. But you do feel if lead sells for 10, 12, or 1314 
cents per pound in this country, there will be an almost unlimited 
foreign supply available ? 

Mr. Fiercuer. There is no doubt about it. 

Senator Martone. I might say at this point that section 336 of the 
1930 Tariff Act is very pl: iin in its instructions to the Tariff Commis- 
sion. The 1930 Tariff Act takes over if the 1934 Trade Agreements 
Act is not renewed June 12, 1954. That is they are to determine the 
cost of producing an article in this country and the cost of producing 
such article or a like article in the chief competing country, and 
recommend that amount as the tariff. So I do not see why it would 
not cover the situation. 

Mr. Fiercuer. We have submitted to the Tariff Commission an- 
swers to their questionnaires which questionnaires will give the Tariff 
Commission full information as to the cost of production inside the 
United States. 

Senator Matonr. Yes. They hold hearings. As a matter of fact, 
it is a flexible tariff. They can bring the matter up at any time on 
their own motion, or at the suggestion of the Congress, suggestion 
of the President, or any producer. I think there is no question but 
that the flexible tariff would work, but you do not have it now because 
the 1934 Trade Agreements Act has taken it out of the hands of 
Congress. Congress has simply transferred its constitutional respon- 
sibility to regulate the duties, imposts, and excises, which we call 

tariffs, to the Executive, transferred it bodily. 

Article I, section 8, of the Constitution makes it plain what the 
duties of the legislative branch are in this connection. They shall 
regulate foreign commerce and they shall lay the duties, imposts, and 
excises. But that was changed through a “congressional act, signed 
by the President, which is the law of the land. Many think it uncon- 
stitutional to change the Constitution of the United States without 
the usual procedure. Nev ertheless, it has been done. 

If it is advanced another year or 5 years or 10 years, and the Randall 
Commission is discussing this very seriously, then you are still at the 
mercy of a Cabinet member and you have one man or an executive 
judging whether it is better to trade the zinc industry for a market 
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for some other product. 
United States of America. 

The question for this committee is what recommendations to make 
to the Senate to assure the maintenance of reasonable production in 
this Nation, and that will assure the availability of these materials in 
time of war, for our expanding economy, and for our security. 

We have had testimony by Gen. Wedemeyer and Gen. Bonner 
Fellers, both highly respected in the military field, and by Gen. John- 
son, assistant to Mr. Thomas, one of the chief deputies to the Secretary 
of Defense, Mr. Wilson, that the Western Hemisphere will be the 
dependable supply of such materials in time of war, and that it will 
be very problematical whether we can keep our transportation lines 
across a major ocean open. 


That has remade the industrial map of the 


TAXES, DOMESTIC AND FOREIGN 


That is the problem before this committee. Taxes in this country 
versus taxes in foreign nations have something to do with it. The 
Securities and Exchange Commission regulations and many other 
factorsare present. But this is one of the factors. 

Go ahead, Mr. Fletcher. 

Senator Dworsuak. Could I ask another question, please ? 

Senator Matoner. Yes. 

Senator Dworsuak. Mr. Fletcher, I know you have indicated that 
you are in disagreement with the conclusions reached by the Paley 
Commission. I would like to ask you whether you think that it will 
be possible for us to maintain production in this country without 
some protection to counteract the low cost of production offshore of 
lead and zine and other metals ? 

Mr. Fiercuer. No; we definitely can’t do it. It is perfectly appar- 
ent that we can’t do it because of the shutting down of the mines. 

Senator Dworsnak. You feel, then, that steps should be taken not 
only to maintain but to expand the production of minerals in this 
country commensurate with our growing industrial requirements, in- 
stead of relying upon expanded produe tion abroad ? 

Mr. Fiercuer. Absolutely, especially with the increase in popula- 
tion in the United States. Instead of shutting down our mines, we 
ought to be increasing production. 

Senator Dworsnax. At the present time, without having any tariff 
relief—of course, we had the stabilization tax proposed in the 1st 
session of the 83d Congress, which would have provided some com- 
parable relief, that is, to tariff duties—without some remedial action, 
you believe it would be impossible to maintain production in this 
country, and that production will diminish gradu: Ally and that small, 
high-cost mines will shut down completely and there necessarily will 
be retrenchment even in the low-cost mines in this country ? 

Mr. Fietcnuer. I don’t believe it—I am sure of it. 

Senator Dworsnak. I am reasonably sure of it, and I have been 
sure of it for quite some time. But I would like to know what the 
answer is. What are we going to do? 

Mr. Fiercuer. The answer is that we must find some way of making 
up the difference between the cost of production abroad and the cost 

production in the United States. e have to find that way. As 
I tried to outline before, we can do it either by stockpiling or by 


296 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


subsidy or by quotas or by tariff. Based on the study that I have 
made, I think that tariff is by far the best method. 

Senator Dworsuaxk. You realize, Mr. Fletcher, that in the past few 
years the prevailing sentiment in Washington—yes, and even in busi 
ness and industrial circles—has been that we should have a trend 
toward lower tariffs, free trade, instead of toward a protective tariff, 
for minerals or any other industry or product. 

Mr. F.ercuer. But there are a great many people who now are 
just beginning to realize what I have been talking about for the last 
year and a half, the same way that both of you Senators have been 
talking for the last year and a half. For example, Mr, Price, of 
Westinghouse Electric. 

Senator Martone. Make that 20 years and I will go with you. 

Senator Dworsnax. At this point we might interpolate to show 
what the sentiment was in 1951 when the Reciprocal Trade Agree- 
ments Act was continued. There were only two dissenting votes in 
the United States Senate, cast by the Senator from Nevada and the 
Senator from Idaho. 

Mr. Fiercuer. That is why I said what I did. But there are a 
great many industries now who are suddenly waking up to what you 
gentlemen have known all along, and that is that with the high stand- 
ard of living in the United States, we cannot produce as cheaply. 

Senator Dworsuak. Mr. Fletcher, what if it takes years to get 
their eyes fully open to the point where they have a realistic picture 
of what the facts are, and what is going to happen while their eyes 
are so slowly opening? 

Mr. Fietcuer. We are going to see unemployment in the United 
States. 

Senator Martone. I would like at this time to ask you, Mr. Fletcher, 
if there is any difference between your industry and maybe 5,000 other 
industries. Are they not all paying higher wages than in foreign 
nations ? 

Mr. Fietcuer. Ithinkso. I know about lead and zine. I can think 
about other industries. 

Senator Marone. I think you are smart to confine yourself to the 
industry that you are really an expert in. 

As a matter of fact, what do they mean when they say that they 
can buy materials cheaper from other nations than from us? Are 
they not just talking about cheaper wages and a lower standard of 
living, and they want to utilize that particular lower wage standard ? 

Mr. Fiercuer. That is it. That is one of the underlying objec- 
tions that I had to the Paley report, their theory that you should buy 
raw materials in the cheapest market. 

Senator Matone. We intend to have Mr. Paley before the com- 
mittee. We understand that he is a very fine broadcaster. I wonder 
if he is that good a man in the minerals and materials field. We are 
going to find out about that. 

Mr. Fiercuer. He is a very nice gentleman, but I think he has not 
understood fully the problems of the mineral industry. 

Senator MaLone. = a matter of fact, I see in the New York Jour- 


nal of Commerce this morning an item headed, “Award to British 
Protested by GE.” They have been on the free-trade side all the 
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time. “Holds English Electric Contract Will Deprive Government 
of Taxes.” The article reads: 

The General Blectric Co. disclosed today it had protested the Government's 
award of a $3,651,476 contract to a British firm for building two giant electric 
power generators. 

The English Electric Co. of Stafford, England, recently won the contract to 
build the generators for the McNary Dam on the Columbia River at Umatilla, 
Oreg. Its bid was $641,225 under General Electric’s bid of $4,292,701, the lowest 
submitted by a United States firm, GE said. 

James M. Crawford, GE vice president and general manager of the firm’s 
motor and generator division, argued in a letter to the Army’s district engineer 
at Walla Walla, Wash., that the contract award to English Electric would 
deprive the United States of more than $1,159,000 in taxes and the loss of 1 
million man-hours of work. 

It is interesting to note that it finally decides that it is in the 
national interest, which was mentioned a while ago, and this com- 
mittee is directed to determine how these materials can be made avail- 
able in wartime. He said: 

Mr. Crawford raised the question of whether, in the event of war, foreign 
manufacturers would be able to produce or deliver new equipment in operation, 

That indicates that other firms and other industries, as you say, are 
becoming interested. I had a, debate on television with Mr. Phil 
Reed, the chairman of the board, about 4 years ago on this very ques- 
tion. He was for free trade. When we finished the debate he was 
a little confused about it. Now I see they are moving over to the 
other side. 

It is not a question of whieh side you are on in this thing; it is a 
question of what is best for the United States of America. This com- 
mittee is hearing all the witnesses who want to come before it to make 
suggestions as to what would assure the availability of these materials 
in wartime and for our expanding economy and for our security. 

We will have Mr. Wilson here sometime in the next week or two 
to give us supplemental evidence as to what transportation lines can 
be kept open in the world in the event of world war IV, an all-out 
war. We have already said that under this policy we are becoming 
dependent on foreign nations beyond both major oceans for materials 
and minerals that we cannot fight a war without and cannot maintain 
our economy without. 

So this is one factor that you are discussing this morning. We are 
very much interested in your testimony. Will you go ahead with 
your statement ? 

Mr. Fiercner. Another example along the lines of this General 
Electric comment is that I am a director of the American-Hawaiian 
Steamship Co., and we are converting three C—4 vessels into ore car- 
riers. We are doing it in Japan because we can have it done in Japan 
for $1,600,000 per vessel, ae the lowest price obtained in the United 
States was $3,100,000 per vessel. 

Senator Matone. We must be consistent, if we are going to frater- 
nize. If we believe what we say, that we want a high-wage standard 
of living in this Nation, I think we must abide by it. There will be a 
bill introduced, I am sure, to raise the minimum wage. What is the 
good of raising the minimum wage and trying to give lip service to 
our high standard of living, and then opening the markets of the 
world and going to Japan to get a ship repaired / 
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Mr. Fietcuer. We can’t. 

Senator Martone. Go right ahead. 

Senator Dworsuak. Mr. Fletcher, I would like to have your com- 
ment on this question: We know that under the operations of our 
merchant marine, shipping companies which construct ships get dif- 
ferentials, get subsidies, to offset the higher cost of construction in 
this country. After the ships are put into operation, these same com- 
panies are given operating differentials because they are required to 
pay two or three times as much to their American seamen as they 
would have to pay to foreign seamen if they were employed in the 
operation of those vessels. We have many other similar subsidized 
industries, and everybody accepts those conditions, those policies, 
without any hesitancy, without any criticism. 

I am not willing to say that that is a good policy in accord with our 
basic system of free competitive enterprise, but I am wondering 
whether some such system might be proposed to enable our domestic 
mines to operate in a manner that will give them assistance to offset 
the low competitive cost of foreign minerals. What would your com- 
ment be on that situation or that proposal ? 

Mr. Fiercuer. I think you very definitely have to have it if you 
want to maintain a mining industry in the United States. However, 
if you are going to trade off under a reciprocal trade agreement the 
mining industry of our country for some other industry, I think it 
would be very unfortunate. It is probable that we in the mining 
industry have spent too much of our time trying to mine and have 
not developed a good public relations department. 

Senator Dworsmak. You said several minutes ago that we were 
producing currently so much lead and zinc that in the world we had 
production far in excess of our requirements. 

That creates a peculiar situation. What is going to be done with 
this surplus production? Are we going to dump it into the Atlantic, 
or what are we going to do; stimulate increased demand for these 
minerals? What are we going to do to take care of that, what I under- 
stood you to say was excess production? Did you say that? 

Mr. Fietcuer. That is right. What I have been urging is that the 
necessary curtailment should not be done entirely in the United States. 

Senator DworsHaxk. How can you control the production abroad? 

Mr. Fietcuer. You can control it abroad if you have a tariff. 

Senator Dworsuak. You can control imports into this country, but 
is there any manner in which our Government can induce other govern- 
ments to curtail the production, in this case, of lead and zinc in foreign 
mines ? 

Mr. Fiercuer. Of course, under the so-called inter-Government 
contracts that the Paley committee supported, you theoretically could 
do it; and if you could control through an inter-Government agency 
all production and all distribution all over the world, then you would 
not need any tariffs anywhere in the world. You wouldn’t need any 
exchange controls, import controls. You wouldn’t need anything. 

But I think when that time came and you had an inter-Government 
agency controlling production, controlling distribution 

Senator Dworsuax. It has been done with respect to sugar quite 
successfully. 
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Mr. Fiercuer. I don’t know about sugar, but I would hate to see 
anything like that happen with metals. 

Senator Martone. I might say that the current issue of the Journal 
of Commerce of New York reports that the global commodity stock- 
pile is endorsed by the United Nations. “5 Economists Named by U.N. 
Back Plan With Reservations—Urge Creation of Board to Help 
Stabilize World Raw Material Pric ces.” It goes along to propose 
along the lines, no doubt, of the Paley report. 

Mr. Fletcher, I heard you testify a little earlier in your statement 
that neither the escape clause nor any of the safeguards in these trade 
agreements had been effective; that the escape clause as a matter of 
fact has not been utilized and is not a practical thing. 

I will ask you about what they call the peril point. 

Mr. Fuercuer. It is perfectly all right if the Tariff Commission 
recognizes the peril point or if the Tariff Commission recognizes the 
need of relief. 


EFFECT OF “PERIL POINT” DETERMINATION 


Senator Matone. Is the Tariff Commission able to recognize the 
peril point under these trade agreements? 

Mr. Fiercuer. I don’t know. I assumed that they were. 

Senator Maroner. I will state this for your information on the peril 
point: The Tariff Commission can determine what point would im- 
peril an industry. They send it to the State Department, who may or 
may not even read it, may or may not heed it. 

Suppose they took the peril point at the time it was prepared and 
it was correct. That would be the tariff. Suppose they just agreed 
to that point. Then they make a 3-year contract which is in full ‘force 
and effect until it is canceled out by one nation or the other on 6 months’ 
notice after that 3-year point. A change through the manipulation of 
the value of the currency, raising it in terms of the dollar, immediately 
obliterates all effects of the tariff fixed under the agreement, and it 
runs for 3 years. The peril point then, of course, is not correct. 

Also, they have quotas and they have exchange controls which they 
do control. If you cannot get the exchange you cannot import into 
their country. 

I have made the statement several times, and it has never been 
refuted, that no nation has ever kept the spirit of the trade agreement 
made with them by our State Department. In other words, there is a 
manipulation and a change in the value of the currencies continually 
for trade advantage, and the quota system is used. 

Yesterday we had before us the representatives of the United States 
pulp manufacturers, who told us of an agreement which was made in 
1911 with Canada. This agreement was supposed to be a reciprocal 
trade, on wood pulp, namely, on newsprint. We took all of our tariff 
off newsprint, but they immediately silaced. a tariff of 12 or 13 precent 
on newsprint imported into Canada. Therefore, it became a one-way 
street forcing sal dak newsprint factories out of business. 

That is not an unusual thing, and there is nothing in these trade 
agreements to prohibit it. It is simply operated on that basis. It has 
to be a one-way street on account of the difference in the wages. 
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Another matter that came up yesterday is that the Wall Street 
Journal or the New York Journal of Commerce carried the report that 
Japan has now been accepted by GATT in Geneva. GATT is an out- 
growth of these trade agreements. The foundation for this was laid by 
the 1934 Trade Agreements Act, then the International Trade Organi- 
zation, which was refused sanction by Congress, and the International 
Materials Conference. 

We had the State Department here yesterday discussing agreements 

which led up to the International Materials Conference. "The offici: ls, 
who organized all this business from the beginning, are in the State 
Department at the present time. That may have something to do 
with your lack of relief. 

From your testimony it is now very clear that you think that the 
adjusted duty, imposts or excises, laid down by the Constitution, if 
exercised by the Tariff Commission on an economic basis as an agent 
of Congress, would be the solution. 

Then what do you think about the extension of the 1934 Trade 
Agreements Act beyond June 12, 1954 which has been extended ever 
since 1934. Should the C ongress extend it or should they let it expire 
and revert to the Tariff Commission, an agent of Congress, on an 
economic basis ? 

Mr. Fiercuer. I think they should let it expire, and I think Con- 
gress should once more take over the responsibility of having the Tariff 
Commission protect American industry. 

Senator Matone. In other words, you think we should revert to the 
Constitution ¢ 

Mr. Fiercuer. Certainly. 

Senator Martone. And let Congress discharge their constitutional 

responsibility ? 

Mr. Fiercuer. Certainly. 

Senator Matone. Do you have any further statement, Mr. Fletcher ? 

Mr. FLercuer. No, sir. 

Senator Martone. Mr. Fletcher, you are one of the outstanding engi- 
neers in the Nation, and are president of the AIMME at the present 
time, with contacts with all the mining engineers of the United States, 
and I have been a member of your organization for many years. I 
think you are in a position of perhaps even more responsibility than 
you realize. From your activities recently, you should realize very 
definitely what is happening. If you have any further information 
that you think will be helpful to the committee, I hope you will take 
occasion to transmit such information to the chairman of the com- 
mittee. As you know, we are operating under Senate Resolution 143, 
and, of course, we must report to the full committee within the near 
future, and then to the Senate. 

Mr. Fietrcuer. I would be very happy to, Senator. 

Senator Matone. I note an address you made, The U. S. Is Not a 
Have-Not Nation (Unless It Is Turned Into One)—Andrew Fletcher, 
president, American Institute of Mining and Metallurgical Engineers 
and St. Joseph Lead Co., October 30, 1953, El Paso, Texas. 

Would you like to have that inserted in the record for the benefit 
of the committee? 

Mr. Fietcuer. I would, sir. 
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Senator Martone. That will be inserted at this point as a part of 
your testimony. 
(The address referred to follows :) 


Tue U. 8. Is Nor 4 Have-Nor Nation (Un ess It Is Turnep Intro ONE) 


(Andrew Fletcher, president, American Institute of Mining and Metallurgical 
Engineers and St. Joseph Lead Co., October 30, 1953, El Paso, Tex.) 


The average cost per pound of lead, zine, and possibly copper, produced in the 
United States, is and seems destined to continue to be greater than the average 
production cost outside of our country, even including cost of transportation to 
our markets. The higher cost is primarily because of the higher United States 
standard of living, with the resultant high labor, material, power and equipment 
costs—and we should have no regrets that it is so. 

The cost of producing wheat, corn, wool, cotton, petroleum, watches, glass, 
china, ships, and many other products in the United States is also greater than 
in European lands—but to date, I have not yet heard the suggestion that we 
should give up farming in the United States, buy our food supplies abroad and 
save our fields, under the slogan that it would be cheaper, our foreign friends 
would have dollars to buy our manufactured products, and when an emergency 
arose, we could replant. Overlooking for the moment the great difficulty of 
reopening a mine, the mining industry would be just as handicapped in the lack 
of technical personnel, know-how and efficient equipment as would the farmer— 
if the lead and zine industry is shut down, as a large part of it certainly will be, 
unless the United States Nation takes prompt and constructive action. 

The higher United States farm costs are being offset by parity-price programs, 
and the higher cotton, sugar, wool, and other commodities costs by import 
quotas. Why is it then so inadvisable to help our domestic mining industry, 
which in the event of another war is vital to the defense of our Nation? Ap- 
parently one reason for not aiding our industry is that certain officials in Wash- 
ington, Paley committee, etc., have offered statistics which they state indicate 
that the United States is running out of lead and zinc, and therefore it is better 
to keep our small reserves in the ground. I have little faith in their conclusions, 
and have referred them to similar predictions, such as: 

The 1921 Gas Age Record prediction that by 1941 we would have completely 
exhausted our petroleum reserves and that the peak of natural gas production 
had already been passed. 

The 1935 symposium, sponsored by the University of Minnesota and the 
American Association for the Advancement of Science, at which it was stated: 

“In terms of years of measured reserves of present commercial grades, the 
United States has supplies of oil, zinc, and lead for from 15 to 20 years.” 

At a 1952 discussion of the Paley report in Denver, as well as at other times, 
I have offered figures that indicated my great difference of opinion. It seems 
to me that the last two administrations, our State Department, and many of our 
so-called free traders are inclined to paint depressing pictures of our domestic 
mining industry in order to justify their own views—and they completely over- 
look the basic fact that a prosperous mining industry will “create” needed raw 
materials. For example, aluminum cost over $500 per pound in 1861, when ore 
reserves were enormous, but because of price, there was a shortage of metal; 
today, because of technical developments, it is plentiful and cheap. Only 12 
years ago the first plant of 9,000 tons capacity was built to secure magnesium 
from sea water, but today we have an output of 100,000—and still plenty of se: 
water. There is ample titanium ore, but not metal, just because a cheap method 
has not worked out to obtain it; the same applies to germanium and other 
scarce metals. 

When you remember the predictions that there would not be sufficient iron 
ore to take care of the world requirements, just pause and think of the taconite 
process in Minnesota, the great new developments in Labrador, Venezuela, Brazil, 
Liberia, and the indications of additional resources in other parts of the world 
that exploration has already found. When the Apache Indians inhabited the 
Southwest there was a shortage of copper; now look at the great copper opera- 
tions in Arizona and look at the natural gas and petroleum output here in Texas. 
If the Apaches had followed the have-not policy—the metal, gas, and oil would 
probably still be in the ground. If St. Joe didn’t have the benefit of high metal 
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prices during recent years, they would not have had the millions to spend on ex- 
ploration, and the large new Indian Creek lead-zine deposit would not have 
been found and equipped. I am sure that there are many more such deposits in 
the Mississippi Basin and other United States areas—but only a going and pros- 
perous domestic mining company can find them. 

The question for our Nation to decide is: Do we, or don’t we, want a pros- 
perous domestic mining industry, and so be in a position to “create” our own 
needed raw materials, and if we do not want to be a have-not Nation, what is 
the best way to offset the lower foreign production cost—we must at all times 
realize that our domestic metal will cost more, just as does our wheat, corn, 
cotton, wool, ete. 

The following methods are suggested : 


1. INCREASE THE UNITED STATES METAL STOCKPILES 


The world production of lead and zine has been, and still is, considerably in 
excess of world consumption. During the last 5 years, 1948-52, about $50,000 
tons more lead and over 450,000 tons more zine were imported into the United 
States than were consumed; most of this unneeded world surplus was placed in 
the United States stockpiles. As there is now probably 800,000—1,000,000 tons 
of both lead and zinc in the stockpiles, the officials have only been willing to 
take a small portion of the additional unneeded 1953 surplus imports, which 
for this single year may approximate 250,000 tons of lead more than the market 
should absorb, and 320,000 tons of zinc. Assuming that our Nation will not per- 
mit of shutting down a major portion of the lead and zinc mines, it would seem 
that the stockpile has now sufficient tonnages—however, purchasing the surplus 
world production, and keeping it from flooding the domestic markets, is one way 
of supporting the United States price level at a point where our miners may 
operate. I personally am not in favor of this procedure, as it probably would 
only give temporary relief, and it would have the tendency of maintaining world 
metal prices at approximately the United States market prices, with the result 
that production outside the United States will continue at unneeded levels, be- 
cause, as I have already stated, the average foreign cost is less than ours. 

I might add that world copper production would also appear to be in excess 
of demand, because the world price has fallen even though the Chilean produc- 
tion has not been marketed. 

Suggestions have been made, notably by the Paley Commission, that unneeded 
world production might be handled through international buffer stocks, by multi- 
lateral Government contracts, quotas, or such devices as the wheat agreement 
or tin eartel—in my opinion, if our Nation should be fooled into adopting such 
measures, the result would be the early socialization of the domestic, as well 
as thé world, mining industries. 


2. IMPORT QUOTAS 


This is a device used by many foreign nations and by the United States in 
respect to sugar, wool, and other commodities. Sugar is sugar, but there are 
many grades of metal and concentrates. Assuming for the moment that our 
State Department or some other Government agency could work out a fair 
allocation procedure for cutting imports by, say, 50 percent, a method for chang- 
ing the quotas under changing United States consumption, deciding what pro- 
portion of the imports should be metal and not concentrates, and then deciding 
what United States smelters should get the various grades of concentrates, 
the result would certainly be more, not less, Government intervention. The 
procedure involves so many foreseeable difficulties, and so many unforeseeable 
ones will probably arise that I don’t think that import quotas are practical. 


3. SUBSIDIZE UNITED STATES PRODUCTION 


This is probably the simplest method, and it would not be necessary to use the 
discredited World War II premium price plan, but rather to pay a flat rate of, 
say, 3, 4, or 5 cents per pound for all domestically produced lead and zine, as is 
now done for agricultural products, airmail, ship construction and operation, 
etc. There could be no great objection by foreign nations to this procedure, or 
by our own nationals. My objection to subsidies is that the unneeded world 
production would not be curtailed, and in the end our Government will control 
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the mining industry, as our farmers are beginning to realize in respect to their 
properties. 


4. INCREASE IN TARIFFS 


The Emergency Lead and Zine Committee, which represents practically all 
the United States mines, have filed with the Tariff Commission a request for 
relief under the escape clause in the reciprocal trade agreements, and hearings 
will be held in Washington during the first week of November. The maximum 
tariff (including the present negiigible tariff) on this basis, would amount to 
2.55 cents per pound on lead metal, 2.10 on zinc metal, and 1.80 on the lead and 
zine content of the ore or concentrates. I do not think that under our high 
living standard these rates will be high enough to maintain our industry and a 
sufficiently profitable basis, and the small difference between zinc metal and 
concentrates will result in considerable hardship for the domestic zine smelters. 

I was surprised in Seattle to hear an objection from a Canadian friend to even 
this small increase in the tariff, especially when the existing Canadian tariff on 
lead and zine of 1 cent per pound plus 10 percent ad valorem, amounts at market 
prices of 10-cent zinc and 13.5 lead, to a 2-cent tariff on zine and 2.35 on lead. 
It seems to me that the United States might not today require such a large ton- 
nage of imports, if instead of the present negligible tariff that amounts to only 
6-8 percent of the value of the metal, we had the 36-43 percent protection that 
prevailed during the 1935-40 pre-World War II period—because more domestic 
mines would be operating. 


5. SLIDING SCALE TAX OR TARIFF 


As you probably know, the domestic mining industry has proposed a sliding 
scale tax or tariff—this to me seems the best procedure, as it only would give 
protection when it was needed, and there would be no tax or tariff when the 
domestic metal price indicated that the demand was in excess of the available 
supply. For example, assuming that the domestic zinc mining industry needed 
a 14- or 15-cent price to maintain profitable operations, and the domestic price 
had been forced to 10 cents because of excessive imports from the unneeded 
world production—then a tariff of 4 or 5 cents per pound would be needed. How- 
ever, when the domestic price increased due to a reduction in imports, then the 
4- or 5-cent protection would not be added, and it should be reduced, until it 
could be completely wiped out. A fixed tariff rate, that was not reduced, whether 
it was 2, 3, 4 or 5 cents per pound, would not be as fair for the consumers and 
our foreign friends—in my opinion—as is the sliding-scale basis. Certainly 
there are difficulties in working out the details, but they are not unsurmonunt- 
able, as long as the domestic consumers and even our foreign friends believe 
that it is to the best interests of all concerned—not to shut down a major portion 
of the United States lead and zine mines, and convert our country into a have- 
not Nation as respecting these metals. 


Senator MaLone (reading) : 


Panel discussion—Mid-Century Conference on Resources for the Future— 
December 3, 1953—Washington, D. C.—Andrew Fletcher, president, St. Joseph 
Lead Co. and American Institute of Mining and Metallurgical Engineers. 


I watched newspaper reports at the time, and I think it was a very 
fine discussion that you led on this subject. Would you like to have 
that included in the record as a part of your testimony ? 

Mr. Fiercuer. I would. There was a certain amount of duplica- 
tion between the two talks, but they are probably points that can well 
stand emphasis. 

Senator Matone. I think the Members of the Senate and the Con- 
gress can stand a little duplication in this regard, and it will be in- 
serted at this point as a part of your testimony. 

(The panel discussion referred to follows :) 

I am pleased that our discussions this evening are apparently to be limited by 
the title, “How Much Should We Depend on Foreign Resources?’ as it is therefore 
39888—54—pt. 10——4 
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unnecessary for me to comment extensively on the effect in the development of 
domestic national resources, if some of the suggestions made by Mr. Lewis 
Douglas in his report to the President on British-American trade and currency 
problems, or those of Mr. Henry Ford II in his most competent address of October 
26, 1953, “Expanded Trade and World Peace,” are carried out. I am familiar 
with the recommendations for free trade and elimination of tariff barriers by 
Mr. John S. Coleman, president of the Detroit Chamber of Commerce and the 
Burroughs Adding Machine Co. I have also read a number of addresses by my 
panel associate and old friend, Robert L. Garner, vice president, International 
Bank for Reconstruction and Development, The position taken by these, and 
other outstanding gentlemen, is shared by many citizens of our country, and 
there can be little argument with them from a broad point of view—but also 
little argument that if our present administration follows a program in relation 
to mining, along the lines which they have suggested, then—the domestic con- 
sumers of lead and zinc, as well as of certain other commodities, will be de- 
pendent more and more “on foreign resources.” 

I speak of lead and zine, as I am most familiar with them; and because they 
seem to be typical of other world resources. 

With the increase in the population, there is no doubt that our country will, 
over a period, use more foreign production, but it is difficult to determine “how 
much should we depend on foreign resources” in view of the vagaries of the 
foreign market. Granted that the United States consumes 50 percent of the 
free world’s lead and zine supply and produces about 30 percent, necessitating 
an import of approximately one-third of our requirements, the unfortunate fact 
remains that this one-third from abroad is at best an uncertain factor in the 
supply picture. For example, in 1951, when industrial activity was high and 
the United States needed lead, total imports were 220,000 tons—about 22 per- 
cent of the supply. In 1952, with roughly the same consumption requirements 
as the previous year, imports amounted to 630,000 tons and accounted for over 
55 percent of the supply. The alternate withholding and flooding of our markets 
by the foreign suppliers is a major factor in the wide price fluctuations of the 
metal. In 1951, the price rose to 19 cents a pound, to drop within a year to 
13% cents. Under similar circumstances, in 1948 and 1949, lead dropped from 
211% cents to 12 cents a pound within a 6-months’ period. The problem is as 
important for the domestic consumers as it is for the miners. To the extent 
that more and more domestic mines are closed down, the American consumer 
must place greater dependence on foreign sources, which experience has shown 
and statistics prove are not reliable, 

The question which I have often asked the consumers of our products in this 
country is along similar lines—‘*To what extent do we wish to depend on a 
domestic mining industry?’ The answer which I usually receive is, we should 
not produce less domestically than we have averaged since World War II. 
But an argument often starts when I say “How,” and add that, in my opinion, 
it can only be done by offsetting in some way the higher domestic costs. 

We must not forget that the average cost per pound of lead, zinc, and pos- 
sibly copper, produced in the United States, is and seems destined to continue 
to be greater than the average production cost outside of our country, even 
including the cost of transportation to our markets. The higher cost is pri- 
marily because of the higher United States standard of living, with the resultant 
high taxes, labor, material, power, and equipment costs. For the same reason, 
the cost of producing wheat, corn, wool, cotton, petroleum, watches, glass, 
china, ships, and many other products in the United States is also greater than 
in European lands. But to date I have not heard the suggestion that we should 
give up farming in the United States, buy our supplies abroad and save our 
fields, under the slogan of “Trade—Not Aid,” and in the belief that it would be 
cheaper, our foreign friends would have more dollars to buy our manufactured 
products, and when an emergency arose, we could replant. You cannot eco- 
nomically “replant” a mining industry that has been shut down, or turn off and 
on metal production as you do water from a tap. The higher United States 
farm costs are being offset by parity price programs, and the higher cotton, 
sugar, wool and other commodity costs by import quotas—why is it then in- 
advisable to help our domestic mining industry? 

I do not share the belief that we are a have-not nation and that we must 
save our few remaining assets by keeping them locked up in the ground. I 
agree with the recent comment in the Brookings Institution study “A Mid- 
Century Look at Resources” that the United States still has an enormous wealth 
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of natural resources. There is no quicker way that I can think of to drop into 
the have-not class than to let the mines flood, have no younger men coming into 
the industry, have no incentive or organization to find new ore reserves, no 
desire to develop and improve mining machinery, and to lose the technical 
know-how. 

Many people apparently do not realize that we “create” raw materials. 

For example, aluminum cost over $500 per pound in 1861, when ore reserves were 
enormous, but because of price, there was a shortage of metal; today, because 
of technical developments, it *s plentiful and cheap. Only 12 years ago the first 
plant of 9,000 tons’ capacity was built to secure magnesium from sea water. 
There is ample titanium ore, but not metal, just because a cheap method has not 
been developed to obtain it. The same applies to other scarce metals, such 
as zirconium, silicon, ete. A shortage of germanium was predicted a year 
or so ago, but now there is so much available that the market is flooded. When 
you remember the predictions that there would not be sufficient iron ore to take 
care of world requirements, just pause and think of the taconite process in 
Minnesota, the great new discoveries in Labrador, Venezuela, Brazil, Liberia, 
and the indications of additional resources in other parts of the world that 
exploration has already found. It is difficult to make a competent statement 
as to how much or what we can “create,” and I have never been much impressed 
with predictions as to supply and consumption in say, 1975. I was pleased 
therefore to see the statement in the Brookings pamphlet : 

“The record of past efforts to predict the economic future and to anticipate 
technological change provides ample indication of the pitfalls of projection. In 
1900, for example, the automobile was still considered an unpromising substitute 
for the horse.” 

The 1921 Gas Age Record predicted that by 1941 we would have completely 
exhausted our petroleum reserves and the peak of natural gas production had 
already been passed. At the 1935 symposium, sponsored by the University of 
Minnesota and the American Association for the Advancement of Science, it was 
stated : 

“In terms of years of measured reserves of present commercial grades, the 
United States has supplies of oil, zinc, and lead for from 15 to 20 years.” 

I have sometimes thought that depressing future predictions were no more 
than propaganda to justify the have-not theory and the necessity to adopt govern- 
mental controls. Production of lead and zine in the United States, and the 
conversion of ore resources into reserves, have been adversely affected by the 
reduction in the pre-World War II tariff that was equivalent to 36-42 percent 
of the metal values to only 6—8 percent, at the same time that operating costs 
greatly increased. We will create the raw materials if there is sufficient economic 
need for them, and if we are not placed in a position where our means of creation 
have been shut down. 

If you tonight, or anyone, thinks that in the talks which I have made during 
my visits this past year to Australia, Nova Scotia, Canada, and to practically 
all of our western mining centers, I have just been crying “wolf” when I said that 
the major portion of our lead and zine mining industry will be shut down unless 
some constructive action is taken, and our great natural resources will lie 
unknown and undeveloped—just take the time to read the brief filed with the 
United States Tariff Commission on November 14, 1953, by Mr. Otto Herres, 
chairman, National Lead and Zine Committee. 

We in the United States are basically unselfish, as the record shows, but 
sooner or later I am reasonably sure that our leaders both inside and outside of 
Government, realizing the absolute necessity of maintaining a strong domestic 
economy during the cold war, must consider, first, what is the procedure that is 
for the best interests of a majority of the citizens of our country—and then, 
if there is something left over, we can distribute it. A viewpoint, which at first 
thought would appear selfish, is often helpful, as it can at least be understood. 
Since World War II our country has made available to our foreign friends, 
entirely exclusive of military aid, about $24 billion for economic purposes, has 
made loans of over $11 billion, and is currently considering gifts of about $4 
billion per year. There is no doubt that foreign nations cannot buy from us if 
we do not buy from them or continue to give them dollars, but just as they are 
handicapped without dollars, our own citizens will be handicapped without dollars 
through curtailment, or even loss of their jobs. 

I have often heard the statement that our 10 percent exports is the difference 
between profit and loss, but we should not think only of the 10 percent and forget 
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what may happen to our 90 percent domestic market. Along this line, I have 
recently read the scholarly statement of September 15, 1953, of Mr. John L. 
Lewis, president, United Mine Workers, before the Committee on Banking and 
Currency of the United States—I suggest that you would read it. 

There is no doubt that the world will be better off when currency manipulation 
can be eliminated and free convertibility reinstated, export and import controls 
forgotten, tariff barriers lessened, and we hear no more about differential ex- 
change rates or handling unneeded world production by international buffer 
stocks—no more about multilateral government contracts, quotas, cartels, and 
such devices. But it seems to me that the world program should not be a one-way 
United States street and that foreign nations should do more themselves to 
raise their standard of living by adopting their own “‘Trade—Not Aid.” For 
example, France has recently placed duties on metal imports from various coun- 
tries; Germany earlier this year exported large quantities of zinc, many tons of 
which found their way to this country, but now has put an embargo on exports. 
Even our friends to the North are participants in an empire preference block, 
and actually have tariffs on lead and zine higher than ours. Under existing 
conditions, I therefore think that we should maintain a practical attitude, and 
develop our natural resources. We must not jettison the safety of our Nation, 
and possibly even of the free world, by shutting down our mines. 

It is necessary to have efficient and large capacity manufacturing plants, but 
it is even more essential that the plants have raw materials to work with, and 
they won’t have them unless they have at least a stockpile—in my opinion, the 
best and cheapest stockpile is a prosperous and going mining industry. One of 
my disagreements with the Paley report is the underlying suggestion that raw 
matetrials should be purchased in the cheapest markets. At the present time 
the cheapest markets are foreign, but I am not sure that they will be when there 
is little domestic production. I draw your attention to the condition in 1951 
when our Government foolishly set ceiling prices, even though the rest of 
the world didn’t. What happened—the tonnage which usually came to the 
United States was diverted to the European markets, where absurdly high prices 
prevailed, and naturally there was an artificially created shortage in this coun- 
try. Unfortunately, our Government made the immediate situation worse by 
buying for stockpile, and the future more difficult by subsidizing marginal pro- 
duction with loans, floor price purchases, etc. Lead and zine are now selling in 
the United States below the average cost of domestic production—but mining 
is a one-crop business, and the foreigners are no more anxious to dispose of 
their capital assets at a cheap price than we are. Don’t forget that potash prices 
were increased almost 100 percent by foreign importers during the recent shut- 
down of the Carlsbad production. We need a prosperous domestic mining in- 
dustry as an economic safeguard, just as we need it for national defense. 

It is unnecessary for me to take the time to outline in detail what, in my opin- 
ion, is possibly the best plan for covering the difference between lower foreign 
and higher domestic production costs. I am glad that this administration 
appreciates the difference in cost of production, as evidenced by the statement 
of Secretary of Commerce Sinclair Weeks before the National Foreign Trade 
Council at its convention in New York on November 16. Although he favored 
sound expansion of trade, he urged that in such expansion fair competition 
should be upheld by offsetting the wage differential between American and for- 
eign workers. 

In further reference to a way of equalizing the higher domestic cost—many 
of you have heard me comment that tax-saving incentives have little meaning 
to an industry that is losing money or is shut down, and why import quotas are 
difficult to administer. The industry opposes a subsidy similar to the premium 
price plan of World War II, as it leads to inefficiency and in the end will de- 
moralize the domestic miners. A flat subsidy or stockpiling would not curtail 
unneeded world production, and a flat tariff increase that is sufficient to give 
protection when needed would work a hardship on consumers under normal 
conditions. I still think that a sliding-scale antidumping tax (the word “tax” 
is used, as for some reason everyone shudders when the word “tariff” is men- 
tioned) is probably the best solution, as it only gives protection when needed and 
would be reduced as the domestic price increased, until it was completely elim- 
inated when demand is in balance with supply. The important matter to be 
decided is not “how,” but rather “will” the best interests of our country be served 
by having a prosperous domestic mining industry. If so, then we should all 
strive toward this goal. 


Senator DworsHak. Just one question at this point. 
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CONSUMPTION OF LEAD IN UNITED STATES 


Mr. Fletcher, short of wartime conditions involving abnormal de- 
mands for lead, do you believe that there is any possible way in which 
the consumption of lead may be increased beyond current consump- 
tion in this country ? 


FUTURE R©XQUIREMENTS FOR LEAD 


Mr. Fiercuer. I would expect if general business maintains 
roughly the present rate, we would be able to consume just about as 
much lead as we are consuming today. 

Senator Dworsuak. Are there any technological or any other de- 
velopments which might stimulate and expand the consumption of 
lead far beyond the standards we have had for several years, short 
of war? 

Mr. Friercuer. Not that I know of, although all of us are doing a 
certain amount of research work to try to expand our markets. 

Senator DworsHak. Is there much possibility that the development 
of synthetics or plastics and other products might encroach upon the 
normal use of lead ? 

Mr. Fietcuer. They already have, sir. 

Senator DworsHak. To an alarming extent? 

Mr. Fiercuer. For example, in the old days we used to use maybe 
300,000 tons of lead a year for paint. We are now dropping down to 
maybe 80,000 tons. That loss has been offset by an increase in the 
use of lead in gasoline. We are now using around 160,000 tons of lead 
a year for gasoline. 

Senator Dworsuak. Is that about the only place where you have 
had a sizable increase in the use of lead in this country, gasoline? 

Mr. Fiercuer. Yes. We have about held our own im cable cover- 
ing. In other words, more cables have been used, so therefore we still 
sell about as much lead for cable covering as we used to, although 
plastics and rubber have replaced a great deal of the cable covering. 

Senator Dworsuak. You do not anticipate, then, that there will be 
any material increase in the consumption of lead in the next few years 
in this country ? 

Mr. Fiercuer. No, sir. 

Senator Matone. Mr. Fletcher, you mentioned that many of the 
mines now are being held open because of their trust that Congress 
might do something to take over its responsibilities and make it possi- 
ble for a high-wage standard of living operation of the mines. What 
happens to these mines if nothing is done at this session and you are 
forced to close down ¢ 

Mr. Fiercuer. We let them flood, and then they will probably cave. 
As I see it, however, the bad thing is that we will not get any new, 
younger people coming into the industry. 

Senator Matonr. There is no future in the industry? 

Mr. Fiercurr. No. We don’t get the technical graduates. This 
year I visited most of the student chapters of the AIMME, and I was 
shocked to see how few of the graduates were going into the nonfer- 
rous industries. If we don’t have younger men going into the indus- 
try, if we don’t buy from the manufacturers of mining machinery and 
encourage them to keep on developing more and more efficient ma- 
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chinery, when the next emergency arises, in addition to having flooded 
and caved mines, we are not going to have any skilled personnel, nor 
are we going to have the benefit of further improvements in mining 
machinery, nor are we going to have further developments in the arts 
of finding new ore deposits in this country. 

Senator Marone. Are these mines largely lost to future production 
when they flood and cave? 

Mr. F.iercuer. They are still there, but it is a very expensive 
process to reopen them. 

Senator Ma.one. In other words, the Government would have to 
put up most of the money to reopen a mine? 

Mr. Fiercuer. Surely. 

Senator Matone. What would the time element be ? 

Mr. Fiercuer. Of course, it depends on how badly they are caved- 
possibly a couple of years. 

Senator Matone. Then when a war starts, you are really getting 
ready for the war after that one, not the current one. 

Let me ask you what this lack of profit incentive does to investors’ 

capital and to exploration for new mine reserves? What do these 
principles do to the future of the industry in discovering new reserves 
and in finding new capital to go into mines ¢ 

Mr. Fiercuer. There has been very little exploration work done 
except by the major companies, because under the tax set-up, as I said 
in an AIMME talk last night, you get a better run for your money 
on a horse race than you do in an investment in a mine under the 
present tax laws. 

Senator Matone. Suppose you tell your investors of venture capital 
you think you will find the ore you are looking for, and then you find 
it; then what will happen ? 

Mr. Fiercuer. About the only way that an individual investor can 
make even a reasonable return on having taken the risk and having 
found the ore is to sell out and pay a capital gains tax. 

Senator Mavoneg. In other words, if the division of the markets 
with foreign nations under the approach to free trade doesn’t get 
you, the tax system will? 

Mr. Fiercuer. Yes. 

The only reason that I haven’t emphasized the tax situation here 
is that in an industry which is just about ready to fold up, the ques- 
tion of taxation isn’t really so important. 

Senator Matonr. Because the-profit is gone anyway ? 

Mr. Fiercuer. Yes. How much taxes you pay if you haven’t any 
profit doesn’t make very much difference. But if your committee 
wishes to have constructive recommendations as to changes in the tax 
laws, I would suggest that you contact the American Mining Congress. 

Senator Martone. Would you do that for us, since you are the wit- 
ness? We will probably ask a witness from the American Mining 
Congress, but since you are extremely interested in this subject and 
you understand it, I would request you now, if it is not too much work 
for you, to cooperate with other agencies such as the American Mining 
Congress and supplement your testimony. 

Mr. Frercuer. I would be very happy to do that, sir, because the 
information is available. The American Mining Congress has passed 
resolutions. I don’t think there will be any difficulty at all. 
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Senator Matonr. We will count on your giving us supplemental 
evidence in that regard. 

Mr. Fiercuer. | will be happy to. 

Senator Matonr. Also, we have had testimony here that the activ- 
ities of the Securities and Exchange Commission in its operations in 
allowing sales of stock in new operations have in the past retarded 
investments. Do you have any information in that regard ? 

Mr. Fiercuer. No; I haven't. 

Senator Martone. I notice her in your testimony on September 21 at 
Seattle, which of course was executive—but at the same time, now 
that you have covered the field in open testimony, I will read a para- 
graph from it—you said at that time: 


It is unfortunate that in many of our discussions we talk about tariffs because 
the average person in the United States, when they hear the word tariff they 
think of a protective tariff to keep out something. Now, what I am thinking 
about is some kind of method by which the higher costs of production in the 
United States, because of its higher rates that we pay our labor, because of the 
somewhat lower grade of ore—if that could be equalized then we would maintain 
our competitive position. 

I don’t think we should adopt any method that will keep out lead and zinc. 
I am only thinking in terms of maintaining our competitive position. 


Then I say as chairman: 


You are not talking about a high tariff or a low tariff, or duties as the United 
States Constitution calls it—you are simply talking about the differential in the 
labor costs and in the costs of production? 


Mr. Fiercuer. That is correct. 

Senator Martone. You are still of that mind? 

Mr. Fiercuer. Yes, sir. 

Senator Martone. Thank you, Mr. Fletcher. I appreciate very 
much having you here. 

(The supplemental information concerning tax laws furnished by 


Mr. Fletcher follows :) 


RECOMMENDATIONS BY ANDREW FLETCHER ON MINE TAXATION To ENCOURAGE 
DoMESTIC PRopUCTION—SUPPLEMENTING His TESTIMONY BEFORE THE SUBCOM- 
MITTEE ON JANUARY 6, 1954 


Our Federal tax system must be revised as to its basis, its policies, and its 
rates, if it is to continue to yield the revenues needed and permit the continuance 
of the system of private enterprise and individual initiative under which our 
country has developed its great resources, its productivity, and the prosperity 
and welfare of its people. Where substantive provisions or tax rates are such as 
to leave little or no incentive for creation of income, the provisions should be 
amended and the rates reduced. Tax revenues must flow from a dynamic pro- 
ductive economy, from the production it yields, the employment it gives, and its 
use of materials and services; and our tax system should be such as will not 
block that flow. 

Taxes should be imposed and administered fairly, equitably and honestly, in 
accord with congressional intent. Congress and the administration are to be com- 
mended for what they have done and are doing to improve our system of taxa- 
tion along these lines. The Treasury and the Commissioner of Internal Revenue 
are also to be commended for what they are doing to insure proper administration 
and application of the law. 

The Congress has recognized that development of new mineral resources and 
increased production from existing mines is essential for defense and for indus- 
trial use. Congress has taken some steps toward removing roadblocks to ade- 
quate productivity, but it should be emphasized that further measures are 
needed, including the following: 

aor limitations on deductibility of exploration expenses should be re 
mov 
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Tax exemption should be granted a new mine for 3 years after beginning of 
profitable operations. 

Depreciation should be more adequately allowed. Depreciation claimed by the 
taxpayer should not be denied unless clearly unreasonable in amount and in 
method. Technicalities should not prevent a reasonable recovery and the tax 
benefit rule should be fully applied. Early recovery of inflated replacement costs 
should be permitted. 

Losses of loss years should be computed on the same basis as taxable income; 
and deductions for percentage depletion and credits for dividends should not be 
denied either in the year of loss or in the year against which the loss is applicable. 

In taxing the stockholder on dividends received, allowance should be made 
for taxes paid by the corporation; and depletion should be carried through to 
the stockholder, 

Capital gains should be taxed at more moderate rates. 

The overall rate on income of the individual or the corporation should in no 
case exceed 50 percent. 

Greater incentive for the creation of income and greater revenues to the Gov 
ernment will result if these recommendations are adopted. Investment in 
high-risk enterprises such as mining is to be expected only if the investor can 
see opportunity to recover his capital and receive a return commensurate with 
the risks assumed. Unless there is incentive for investment and effort the Gov- 
ernment will lose the revenues resulting from such activities, from the employ 
ment they give, the purchases they make, and the flow of their production through 
our economy. 

Capital expenditures should be encouraged not merely for the future incomes 
they may be expected to create, from which the Government will derive revenue, 
but also because, when made, they represent payrolls, purchases, and incomes 
to others from which the Government will currently derive revenue. 

The silver bullion transfer tax should be repealed. Its original purpose, what- 
ever its justification and validity, has long since disappeared. 


STATEMENT OF JAMES P. BRADLEY, VICE PRESIDENT OF BRADLEY 
MINING CO., SAN FRANCISCO, CALIF., SEPTEMBER 21, 1953, 
SEATTLE, WASH. 


Senator Matonr. Now, Mr. Bradley, if you will, give the reporter 
your full name and address and your connection for the record and 
then proceed in your own way with a general statement in regard to 
what you consider the availability of “this important mineral, anti- 
mony, to the United States in accordance with the resolution which 
you have just heard read with reference to wartime and for the pur- 
pose of our expanding economy, which I should judge would include 
your company’s and the total production in the United States, and 
then state what you think could be done in the production field in this 
metal under long-range proper conditions as laid down by Congress 
under the proper principles, stating what those proper conditions 
might be. You may proceed. 

Mr. Braptey. My name is James P. Bradley. I am vice president 
of Bradley Mining Co., of San Francisco, Calif. 

We are e1 ngaged i in mining mainly in Idaho. Our antimony mine 
has been shut down since August of 1952. 

Senator Malone, I am pleased to have the opportunity of present- 
ing information on antimony to your subcommittee. Since receiving 
your wire on Friday, I have not had a chance to prepare a detailed 
statement, since I have been on the road, but I would like to present 
some condensed information on the subject. 

The Cuarrman. You may proceed. 

Mr. Braprzy. My remarks will be confined to primary antimony, 
that is, antimony that comes from the mines in contrast to the scrap 
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or secondary antimony which mainly comes out of old battery plates 
and circulates and mainly returns to new batteries. 

The Cuairman. If you could during your testimony give us an 
idea—give us some figures on the annual consumption and annual 
production of primary antimony and also secondary antimony—it 
would be very helpful in the record. 


LACK OF UNITED STATES ANTIMONY PRODUCTION 


Mr. Braptey. Yes, sir; I will do that. 

Tlie antimony situation can be summarized as follows: There has 
been no domestic production since late 1952. There has been a deficit 
in the United States supply in 1952 and during the first half of 1953. 
Current free-world production is indicated at less than free-world 
consumption. 

The United States industrial inventories have been steadily declin- 
ing since early in 1952, and the United States stockpile of primary 
antimony, according to industry estimates, is dangerously inadequate. 

The reason for the complete shutdown of United States antimony- 
mine production is due to the heavy liquidation of foreign antimony 
inventories and depressed prices. It seems apparent that at present 
a large part of the free-world supplies of primary antimony are com- 
ing from declining inventories, both in this country and abroad. 


WARTIME AND PEACETIME ANTIMONY REQUIREMENTS 


The statistical picture can be summarized approximately as follows: 
Normal United States peacetime requirements, 15,000 short tons of 
primary antimony per year; United States wartime requirements, at 
the World War II peak rate of consumption, 40,000 short tons of 
primary antimony per year; the current rate of United States mine 
production, nil. 

I would like to mention again that these figures are on primary 
antimony only and do not include any sec ondary antimony. You 
will note that during wartime the consumption of primary antimony 
is almost three times the peacetime rate at a time when it is also much 
harder to obtain from abroad. 

Our country has always been dependent upon foreign sources for 
primary antimony and in the past it has normally imported about 
80 percent of its requirements, but we are now in position of being 
100-percent dependent upon imports. 

I will, therefore, mention the source of our imports. From North 
American continental resources, which means Mexico only, we obtain 
20 percent of our requirements. From overseas sources we have 
obtained 80 percent of our requirements. I can give you those figures 
in tons for the first 6 months of 1953. The North American Con- 
tinent, 1,157 tons; overseas sources, 4,754 tons; the total being 5,911 
tons; and I believe I didn’t mention that these figures are for the first 
half of 1953. 

During the same period our consumption was indicated at about 
1,000 tons more than the supply. 

The Cuarrman. Off the record for a moment. 
(Discussion off the record.) 
The CuHatrman. You may resume, Mr. Bradley. 
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Mr. Brapiry. The overseas sources are mainly Bolivia, South 
Africa, Chile, Peru, the United Kingdom, and Belgium-Luxemburg. 

The Cuatrman. If you could separate the imports ‘from the Western 
Hemisphere and exclude those from Europe, and also Asia, it would 
be helpful for the record. 

Mr. Bravery. Yes, sir. 

The CuarrmMan. You said Bolivia, which is in South America and 
in the Western Hemisphere. 

Mr. Brapitey. Well, I could figure it out in a couple of minutes 
here: Bolivia, 3,113 tons; Chile, 151 tons; Peru, 84 tons. Now, that 
makes a total of 3,348 tons from South America. 

Then we have 1,406 tons from outside of the Western Hemisphere. 

The CuatrmMan. At the proper point I would like to have you 
estimate what could be done not only in the United States to increase 
the production under proper conditions but also what could be done in 
the Western Hemisphere outside of the United States? 

Mr. Brapiey. Yes, sir; we will try to cover that. 

According to the U nited States Bureau of Mines’ report, there has 
been a deficit in the United States supply of primary antimony for 
the yeur 1952 and the first 6 months of 1953. These deficits, calcu- 
lated on the basis of the declining United States inventories, are as 
follows: 1952, 1,270 tons; the first half of 1953, 1,169 tons, and indus- 
trial inventories are now at the lowest. point for the past several years. 

The Cuamman. Then do we understand this deficit of 1,270 tons 
in 1952 and 1,169 tons in the first half of 1953 represent a depletion 
of inventory? 

Mr. Brapiey. Yes, sir; that is correct. 

The Cuarrman. Does that depletion represent the depletion of 
private inventories or is there also depletion of the Government’s 
stockpile inventory ? 

Mr. Brapiey. This represents the depletion of private inventories 
only. The indications are that during the same period foreign inven- 
tories have decline also, 

There is practically no tariff protection for domestic antimony pro- 
duction. Antimony ore and concentrates which comprise the bulk 
of the imports, come in free of duty while the metal and oxides have 
tariff rates of 2 cents and 1 cent per pound, respectively. 


STOCKPILING ANTIMONY 


The United States stockpile, according to industry estimates, con- 
tains only 20,000 tons of primary ¢ antimony, or only 6 months’ supply 
at the World War II peak rate of use. 


POSSIBLE ERROR IN ESTABLISHING THE STOCKPILE GOALS 


It is my belief that one possible reason for the low stockpile is that 
there may be some confusion in Washington on the secondary or 
scrap antimony situation. It is possible that the stockpile authorities 
may have taken the figure of 40,000 tons of primary antimony needed 
per year and subtracted the estimated scrap supplies of 20,000 tons 
per year, thus making a net requirement of 20,000 tons needed in 
total. However, the scrap antimony is needed in addition to the 
primary with the result that an overall wartime requirement would 
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be approximately 40,000 tons of primary plus 20,000 tons of secondary 
or a total of 60,000 tons. 

The CHamrMan. Have you discussed this with the GSA authorities 
or any of the leaders of the purchase departments of such minerals in 
Washington ¢ 

Mr. Bravery. Yes, sir, we have discussed the stockpile situation for 
many years since, I would say, back in 1949. 

The CHarrman. Have you discussed the total annual use? That 
seems that that would be an awkward mistake to make. 

Mr. Brapiey. Yes; we have discussed that. 

The Cuatrman. And you are convinced that they have missed the 
annual estimated consumption about 20,000 tons? 

Mr. Brapiey. Well, we are convinced that they are wrong. This 
may be one reason ; there may be other reasons I don’t know of. 

The Cyatrman. In other words, the annual consumption is 
approximately 60,000 tons, 20,000 tons of which is recoverale or scrap 
metal ? 

Mr. Braptey. Yes, sir; that is right. 

The CuarrmMaNn. And you think they have estimated the annual use 
at 40,000 tons, estimating correctly the annual recovery through 
scrap but instead of 40,000 tons of the primary metal needed each 
year, they estimate 20,000 tons needed each year? 

Mr. Brapiey. Well, we think that is possible. I mean, we are just 
trying to think of some reasons to account for what seems to us an 
apparent mistake in the stockpile plan. 

We have also heard the statement that there is no worry ubout 
antimony, that we have it in our backyard and in Bolivia and that 
there is plenty available in South Africa. 

The Somenead Well, confining it to the United States for the 
moment, what do you think could be done—if you are through with 
your general statement and if not, proceed until you are, but I would 
like to have you tell us what, in your opinion, could be done in this 
country, in the United States proper, under what you consider proper 
conditions laid down by Congress. 

Mr. Braptey. Well, may I come to that in a few minutes? 

The Cuarrman,. Yes. 

Mr. Brapuey. I have a few more points I would like to cover. 

In connection with stockpiling, I would like to refer to the re- 
port of the National Security Resources Board—the whole title is 

‘Material Survey, Antimony Compiled for the Materials’ Office, Na- 
tional Security Resources Board, by the United States Department of 
the Interior, Bureau of Mines, with the cooperation of the Geological 
Survey, March 1951.” 

This report recommended that at least a year’s supply of primary 
antimony be stockpiled, stated the wartime demand at 40,000 tons of 
primary antimony, and it went on further to describe our antimony 
supply situation as precarious. 


NEW USES FOR ANTIMONY 


I would like to mention that there are some other factors which may 
eventually show that our stockpile goal is much more dangerously in- 
adequate than has been previously estimated before. There is quite 
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a bit of research going on now which may lead to additional uses of 
antimony. 

If it meets with the approval of the committee, I would like to make 
a supplemental statement at a later date when we have more infor- 
mation on the subject. 

The Cuairman. You are welcome to make such a statement and in 
fact, you are invited to make it because that is what we need. What 
the committee needs is a complete outline, not only of the possible pro- 
duction in the United States and Western Hemisphere, but also any 
increased use that might be in sight. 


CONSUMPTION OF ANTIMONY 


Mr. Brapiey. A great deal of research is being done at the Battelle 
Memorial Institute, Columbus, Ohio, some sponsored by the Govern- 
ment and some by private companies. Eventually the ultimate addi- 
tional consumption may amount to sizable figures. 

The Crarman. What would you estimate that—it is proper to do so 
in this executive meeting, what increase might be expected, as far as 
you know ¢ 

Mr. Braptey. Well, I can give you the estimated ultimate annual 
consumption of private antimony of three new research programs. 
In electronics there might be an additional consumption of 1,000 tons 
per year of primary antimony; in the application of plating, there 
may bea consumption of five to ten thousand tons per year of primary 
antimony ; in new metallurgical uses there may be additional consump- 
tion of 5,000 tons of primary antimony per year. 

The Yellow Pine Mine at Stibnite, Idaho, operated by the Bradley 
Mining Co., when in operation supplies well over 90 percent of the do- 
mestic ‘antimony output and the mine has over 50 percent of the known 
domestic antimony ore reserves. 

At present we are shut down, as I mentioned before. However, 
we hope to maintain the mill and smelter in condition that we can re- 
sume operations. However, we cannot promise to keep up this main- 
tenance indefinitely. 

With our plants still intact, it would take us between 6 months to 1 
year to resume operations, depending on the time of the year and the 
availability of manpower, assuming that market conditions and 
financial conditions warranted the reopening. Our main problem 
would be to reenlist and train the operating crews. 

However, if the smelter were dismantled and sold for its salvage 
value, it would then require a period of over 2 years to resume 
production. 


EXPLORATION WORKS CONTINUING 


We are continuing exploration under the Defense Minerals Explo- 
ration Administration, and hope to increase the reserves. 

In view of the limited United States reserves of antimony ore, it 
has been our suggestion that it would be in the national interest for 
us to operate our smelter on foreign ores if these foreign ores were 
available, and ship the finished product to the national stockpile. This 
would enable us to continue our exploration program and have the 
double advantage of maintaining and building up a domestic reserve. 
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This is rather an unorthodox presentation from domestic mining 
people but we feel that it may be of value in connection with antimony 
on account of the very low antimony ore reserves in this country. 

The Cuairman. Will you tell the committee why it is impossible 
for you to operate at this time? 


SHUTDOWN BECAUSE OF FOREIGN COMPETITORS 


Mr. Brapiey. Yes, sir, our operations were shut down entirely due 
to foreign competition. We belive that some of the foreign produc- 
tion came into this country and was sold here at a loss to the producing 
companies abroad. 


DUMPING OF INVENTORIES 


The Cuamman. And how did they arrange to take up the loss? 

Mr. Braptey. Well, there was dumping of inventories and it is also 
possible that some of the losses were subsidized by the United States 
Government. 

The Coarrman. You have reference to the mutual-security program, 
the Marshall Plan and other plans? 

Mr. Brapiey. Well, I would say, such plans. I am not too familiar 
with the details. 

Last year, two engineers from Yugoslavia visited our mine at 
Stibnite, Idaho, and they indicated their cost of production was 
around 45 cents per pound of antimony but they have been selling 
antimony in this country at between 25 and 27 cents per pound, 
after paying freight and duty of 2 cents per pound. 

The Cuarrman,. On what occasion did they testify or state to you 
that their costs were 45 cents per pound ? 

Mr. Bravery. This was an occasion when two of their engineers 
visited our property last summer. I was not with them, but my 
brother, John Bradley, was with them at the time. 

The CuHarrman. At what price per pound is it possible to operate 
your properties or the general antimony properties in the United 
States ? 

Mr. Braptey. That is a difficult question, Senator Malone, for since 
shutting down our mine we sold all of our mining equipment to enable 
us to continue the maintenance of the smelter. If we started again 
we would have to refigure our costs. 

The Cuatrman. And what is your smelter doing now ? 

Mr. Braptey. Just continuing idle, 

The Cuarrman, And these maintenance costs are just watchmen’s 
costs 

Mr. Brapiey. That is correct, also insurance, taxes, and so forth. 
It is possible that a price of 50 cents or more would be needed to get 
out substantial domestic production, however, that would have to be a 
price you could count on toe a long period. 


AID NECESSARY TO REVIVE ANTIMONY INDUSTRY 


The Cuarrman. Under what conditions do you believe that the 
antimony mining industry might become a going concern in this 
Nation and in this country again ? 
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WHAT IS NEEDED TO MAKE THE ANTIMONY INDUSTRY A GOING CONCERN 
IN THIS COUNTRY = 


Mr. Braptey. Well, I would say the first thing needed would be an 
adequate tariff protection. You might say there is no protection at 
all at the present time and that has been the factor facing the industry 
for many years. 

The Cuatrman. Could you give us an idea of what the tariff pro- 
tection has been, say, over the last 15 to 20 years, and what it started 
at and what it is now? 

Mr. Bravery. Well, I don’t have the figures going away back, but 
I would say for the last 40 years there has been no tariff on the ore 
and that is our chief competition. 

The Cuairnman. Well, there was a tariff at one time, wasn’t there, 
on antimony ¢ 

Mr. Braptey. There was at one time, but we are facing the future 
and our current problems now. I don’t believe that the tariff was ever 
high enough to be considered a truly protective tariff in any event. 

The Cuatrrman. On what basis would you prepare a tariff, or upon 
what principles? Have you given this matter any thought as to what 
principles the Congress should adopt? 

Mr. Bravery. Around the principle that it would be in the national 
interest to encourage some continuity of production in this country. 

The Cuairman. You don’t believe then that Bureau’s purchase 
program, passed upon by Congress at intervals, provides you with 
the stability in price that is necessary to invest the money over a long 
period of time? 

Mr. Brapiey. Well, at the present time, Senator Malone, there is 
no purchase program for antimony and there has been no domestic 
purchase program and there is just no stable outlook for the future 
whatsoever. 


COUNTRIES PRODUCING ANTIMONY IN COMPETITION WITH UNITED STATES 


The Cuamman. What foreign nations produce besides Yugoslavia, 
and sell antimony in this country ? 

Mr. Bravery. There are a great many of them. 

The Cuairman. But outside of the Western Hemisphere ? 

Mr. Brapiey. Well, there are Belgium-Luxemburg, Yugoslavia, 
Czechoslovakia, France, Italy, Japan, the Netherlands, Turkey, United 
Kingdom, West Germany, and South Africa. 

All these countries I mentioned did not send antimony in here dur- 
ing 1953 but they did during 1952. 

The CHarrMan. But some of them are continually shipping anti- 
mony in 

Mr. Braptey. Yes, sir. 

The Cuairman. To this Nation? 

Mr. Brapiey. Yes, sir. 

The Cuairman. Is it purchased by the Government or is it pur- 
chased by private industry ? 

Mr. Braviey. I believe at the present time it is purchased by private 
companies. 

The Cuarrman. Altogether? 

Mr. Brapuey. Yes. 
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The Cuamman. There is no Government-purchase program ? 

Mr. Braptey. No; as far as I know the Government is completely 
uninterested in acquiring any antimony for the stockpile or for other 
purposes. 

The CHairMan. And there is no tariff except what you mentioned 
in the beginning ¢ 

Mr. Brapiey. No, sir; no tariff other than that. 

The CuarrMan. No tariff on primary antimony at all, did you say? 

Mr. Braptey. No; no tariff whatsoever on the antimony ore or con- 
centrates which are the bulk of the imports. 

The CuarrmMan. What is the tariff on? 

Mr. Braptey. On antimony metal in the sum of 2 cents per pound 
and 1 cent per pound on antimony oxide, but the foreign producers are 
always willing to knock 1 or 2 cents off the price to take the sale in 
this country and obtain dollars, 

The CuarrmMan. Well, your recommendation would be, I take it, a 
tariff based upon some principle. What would this principle be? 

Mr. Braptey. You mean in terms of cents per pound ? 

The CuHatrMan. Yes; what would you base it on? Would you base 
it on fair and reasonable competition or on some arbitrary assumption 
or how would you go about it? 

What do you think the C ongress should do in regard to this? 

Mr. Brapuey. I think it is a difficult problem to determine the level 
of the tariff. It is very difficult to figure out what are the foreign 
costs because there are so many peculiar foreign currency arrange- 
ments. 

The CuarrmMan. Well, they manipulate the currency, as a matter of 
fact, do they not, for special occasions ? 

Mr. Brapiey. Yes; they do. 

The CHarrMaAn. Many of those nations? 

Mr. Brapuey._ Yes, sir, many of those nations. 

The CuarrmMan. Do you agree with the principle that is now laid 
down by the Congress in the 1934 Trade Agreements Act, transfer- 
ring its constitutional responsibility to the executive branch to make 
trade agreements? They are not really trade agreements, they are 
agreements to lower tariffs. 

Do you agree that the State Department or the executive branch 
should regulate the tariffs in this manner? 

Mr. Braptry. No, sir, I do not believe that they should. I think 
that should be in the hands of Congress. 


RECOMMENDS LETTING THE 1934 TRADE AGREEMENTS ACT EXPIRE 


The Cuarmman. Well, you are aware of the fact that for 20 years— 
this is the 2ist year, I believe, that for every 3 years until 1951 and then 
for 2 years and in 1953 for 1 year, the 1934 Trade Agreements Act 
was extended and kept in full force and effect ¢ 

Mr. Brapuiey. Yes, sir. 

The Cuamman. What do you think that Congress should do in 
this connection? Should it continue to extend this abrogation of its 
constitutional authority or constitutional responsibility to the Execu- 
tive or should they let it expire 4 

Mr. Braptey. Well, I believe in the best interests of our Nation they 
should let that expire. 


48 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


The CHatrman. If they did that, of course, it reverts to the Tariff 
Commission then and the Tariff Commission would have the right 
under the 1930 Tariff Act to raise or lower the tariffs 50 percent on any 
products not covered by trade agreements. 

It would probably be nec essary then for Congress to extend the 
authority of the Tariff Commission which is an agent of Congress 
to give them full authority to regulate the tariffs on the basis of fair 
and reasonable competition or whatever they decide is necessary to 
establish as a principle. Then the tariff would represent that differen- 
tial of cost, at least as shown by the difference in the wage standards 
here and abroad—is that what you have in mind? 

Mr. Bravery. Yes, I believe that expresses what I have in mind but 
it is hard to find out what the tariff should be in cents per pound, but 
I think if we are going to have any antimony mining continue in this 
country, we should have some protection to look forward to. 

The CHarrman. Well, do you think that it is successful to set up 
a Government agency, whether it be one of the old-line : agency under 
a Cabinet member or whether a special agency like, for example, the 
special purchase program of several years ago or the General Services 
Administration contracts for purchases under some special act of 
Congress with an extension of 2 years, such as my own bill this year 
a purchase program for tungsten and other metals? 

Do you think that a situation of that nature, leaving it in the hands 
of the State Department or the General Services Administration to 
make these special contracts, is the successful way to handle a long- 
term going concern mining industry ? 

Mr. Brapiry. No, I do not believe so. I think that would leave a 
lot of doubts in the minds of mining people. 

The Cuatrman. Well, what is the matter with it? Can you go to 
investors and get money to invest in your new mill or in whatever 
you need to operate on a short-term basis? Or do you need this 
long-term basis that a tariff might provide to get the money necessary 
toestablish a going concern antimony industry 1 in the mining industry ? 

Mr. Brapiey. Well, in the case of antimony to establish a going 
concern or to open up a closed-down concern, you would need some 
stability of market that you could count on for the future for a 
sufficient period of time to justify the expense. 

The Cuarrman. Well, as I understood you to say, it is your belief 
that the only real stability that could be conferred on the mining 
industry would be through a tariff established on a principle and 
regulated by the Tariff Commission? Is that what I understood you 
to say? 

Mr. Brapiey. Well, that would be one method of helping out. Of 
course, you never know what is going to happen in the future about 
regulations and changes in tariff rates. 

The CHAmMan. What I tried to say was this: If Congress estab- 
lished a principle and allowed it to stand and it became an estab- 
lished policy of Congress, isn’t that what you mean? That it would 
establish a confidence in the price? 

Mr. Brapiey. Yes, that would establish a great deal more confidence. 

The CHarrMan. Now, tell us, if you know, what the differences are 
roughly in the price of production ‘here and in Yugoslavia or France 
or Italy or any other nations you have mentioned? What is the dif- 
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ference in the wages or the difference in operating costs? What 
makes it possible for them to sell at nes avly any price ‘they want to or 
shut vou down here ? 


WHAT CONFRONTS THE DOMESTIC PRODUCERS OF ANTIMONY IN COMPETING 
WITH FOREIGN PRODUCTION 


Mr. Braptey. Well, sir, it is not only the question of cost, it is a 
matter of the grade of ore. For example, Bolivian mines turn out 
an ore of shipping grade that is 60 percent or better, whereas in our 
mines we are confronted with ore that runs approximately 1 percent 
antimony and that also is full of impurities that we have to take out. 

Also, the big mine in South Africa averages around 10 percent or 
more in antimony content. 

[ am not familiar with the actual wage costs or cost of mining per 
ton of ore. 

The Cuarrman. Do they have access to the same machinery and the 
same methods of mining and operating their mills that you have 
here ¢ 

Mr. Braptey. Yes, they do, but in the case of Bolivia they don’t 
need that equipment because they turn out a high-grade material. 


BOLIVIA CHIEF SOURCE OF SUPPLY 


The Cuarrman. Do they ship the high-grade material without 
milling? 

Mr. Braptey. Yes, they do; it is a sorted ore. 

The CuarrmMan. This is a sorted ore, this 60-percent ore ? 

Mr. Braptey. Yes, and Bolivia has been our chief source of supply 
for many years. 


SELF-SUFFICIENCY OF WESTERN HEMISPHERE A POSSIBILITY 


The Cuarrman. What is your opinion as to whether the Western 
Hemisphere could be self-sufficient in the production of antimony ? 

Mr. Braptey. It might be over a period of time. 

The CHatrrman. I mean, talking about South America in addition 
to North America, the Western Hemisphere. 

Mr. Braputey. I think it would take a period of time, Senator 
Malone. 

The Cuarrman. If it were established through contractual relations 
or otherwise with South American countries and the proper conditions 
up here for domestic production, what period of time do you suppose 
it would take? To become self-sufficient. 

Mr. Brapiey. To become self-sufficient ? 

The CHarrMan. In the Western Hemisphere. 

Mr. Braptey. In time of war? 

The CHatrMan. Yes, in time of war. 

Mr. Braptey. Well, that is a difficult problem. The antimony in- 
dustry has never had the opportunity to show what it can do in this 
country. 

The Cuammaw. In this Nation? 

Mr. Brapiey. Yes. 

The Cuatrman. How long do you believe it would take to establish 
an industry here on its maximum annual production and become self- 
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sufficient in the Western Hemisphere, providing, of course, the in- 
dustry had adequate tariff protection ? 


ANTIMONY DEPOSITS IN COUNTRY UNKNOWN 


Mr. Braptey. Well, it is hard to answer that, Senator Malone, be- 
cause we will never know how much antimony we have in this country 
until somebody goes out and looks for it. 

The Cuamman,. And they don’t look for it when there is no incen- 
tive? 

Mr. Brapuey. No, that is certainly right. 

The Coarrman. Well, what would be an incentive? 

Mr. Brapiey. An incentive would be a market that you could count 
on in selling your product over a period of time. 

The CuarrmMan. Well, you have had experience for a long time. In 
your opinion, can you ever count on a governmental department pur- 
chase program over a long period of time? 

Mr. Brapiey. We are assuming on the tungsten industry that we 
can count on the 5-year domestic tungsten program. I hope we are 
right in that opinion. 

The Cuarmman. One Congress cannot commit another Congress 
and there are always cancellations of paragraphs in these contracts, is it 
your experience that you can always count on Congress to do the 
necessary thing over the years ¢ 

Mr. Brapitey. Well, we haven’t had enough experience on that, 
Senator Malone. Our main experience has been with this tungsten 
program. 

The Cuarrman. What has been your experience with the tungsten 
program ? 

Mr. Brapiey. We have started selling to the Government on that 
in August of this year and our experience on that has been excellent. 

The Cuarrman. Well, some of us have quite a few scars on us as a 
result of that dependency you have on Congress extending these pur- 
chase programs. We are not anxious to go through it again. 

We would like to have some kind of policy and that is what I am 
trying to get at—what the committee is trying to establish or what 
the committee will establish through these hearings. 

It was our committee, the committee you are appearing before at 
this moment that did the work in the Senate in extending that program 
and no one knew up until the last 24 hours whether it was going to be 
successful or not and again, it was a week after Congress adjourned 
that the President signed the bill, so we really didn’t know until then. 

Would you call that stability ? 

Mr. Braptry. Well, we are referring to a stability after the bill has 
been signed. 

The CuarrMan. Suppose it hadn’t been signed ? 

Mr. Braptey. Then we would have counted on only 3 years’ exten- 
sion. 

The CuarrmMan. Then you are out of the tungsten business and you 
are not looking for tungsten beyond 3 years? What you are reall) 
trying to do is close up shop at the end of 3 years, is that right ? 

Mr. Brapiey. That is more or less the story, depending on what 
type your mine is and the material you are producing. 
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The CHarrMAN. What will you do with it after this contract ran 
out, could you meet a lower world price ? 
Mr. Braptey. Well, that would be questionable. 
In our strategic metal industries it is always too difficult to look 
. that far ahead because there are so many fluctuations in consump- 
y ; tion and in production in foreign countries, but I would say it is true 
if you had only a 3-year period that you would try to get out the 
maximum you could during that 3 years and at the same time try to 
get your mine in shape to meet competition, if possible. 
~ The CHatrMan. One more question. In your experience in the 
mining industry and particularly in the antimony industry, when you 
t 4 shut a mine down for lack of a market would you wreck a mill as you 
did? Could you give me some idea of what that means in additional 
" price per unit to open up and get started again ? 
Mr. Brapiey. Well, that would vary with each mine, of course. 
In our case, we have sold the mining equipment and we have an 


8 3 open-pit type of mine which can stand without any heavy mainte- 
e 4 nance. We just let it fill up with water and when we reopen, we pump 


the water out. 
' MINING EQUIPMENT SOLD 


e 1 But to get back in there and mine again, we would have to either 
buy new equipment or have the mining done on a contract basis so 
that it is rather difficult to estimate the costs, except to state that 
it would cost more than on our previous status when we had the 
mill going. 





n 1 The Cuarmman. Off the record for a moment. 
(Discussion off the record.) 
t 7 The Cuarrman. Would you like to make any further statement 
. i Mr. Braptey. Yes, sir. 
A | The CuarrMan (continuing). On the stability of the mining in- 


dustry? How the establishment of a going concern mining industry 
ought to be handled ? 


n j Do you think it ought to be done through established special agen- 
t ; cies, the GSA or RFC or some kind of system where you are dependent 

upon the action of Congress every 2 or 3 years, or a bureau judging 
t whether a stockpile is adequate or not? Or do you think it ought 
n to be done on the principle of allowing the 1934 Trade Agreements 
e Act to expire and go back to the Tariff Commission, having Congress 
d establishing a principle, of say, fair and reasonable competition, or 
\ is there anything you would like to suggest ? 

; Mr. Braprey. In connection with the domestic antimony mining, 
s 4 I would say that adequate tariff protection is certainly needed, but 


also the industry is in such a depressed state that there is also a 
need for an outlook toward a certainty of market, that is, if you wish 
to have a substantial domestic production. 

The Cuarrman. Well, if we had an adequate tariff and you knew 


u @ that any antimony coming into this country comes in on approxi- 

V mately your level of costs or your wage standard of living, wouldn’t 
that establish a market for your business? You are in competition 

t with your own and foreign nations mine production on the basis 
of fair and reasonable competition. What dite would you need ? 
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Mr. Braptey. Well, that is part of the answer. It also depends on 
how much production the Government wishes to stimulate in antimony 
mining. The antimony market is notoriously a feast or famine market 
during certain periods and it is very difficult to sell antimony at any 
pr ice in those per iods. 

The CHairman. Why is that? 

Mr. Brapiey. Because of the fluctuating demand. During a time 
of depressed demand, the consumers generally live off of their inven 
tories and defer purchases until the price goes up. 


CHIEF USES FOR ANTIMONY 


The Cuatrman. What are the chief uses of antimony / 

Mr. Brapiey. There are many uses. The use of antimony in the 
nonmetallic form accounts for approximately 60 percent of the total 
use of primary antimony and the important uses in nonmetallic form 
are flameproofing of paints, plastics, textiles; also in ceramics, glass, 
and various chemical uses. 

In the metallic form, antimony is chiefly used in hardening lead. 
Alloyed with lead, it hardens it, strengthens it, and increases its cor 
rosion resistance. It is used in batteries, bearings, castings, and all 
sorts of antimonial lead products: also in type metal. 

The Cuairman. Now, did you mean that it is not likely to fluctuate 
too much except in wartime as against peacetime, and when new uses 
are discovered, which you think may be under consideration at the 
moment, then the actual purchasers or consumers are smart enough to 
purchase at the low market or wait for stockpile or have adequate sup- 
plies to outwait the producer until the price comes down? Is that 
about the way it is? 

Mr. Brapiey. Well, it hasn't worked out exactly that way, Senator 
Malone. Normally the consumers are not interested in buying when 
the price is low but when the price is high, that is when the big sales 
come forth. Everybody wants it at that time but when the price 
is low, nobody wants it. 

The CuarrMan. How does the price become to be low! Is it from 
foreign imports 

Mr. Brapiey. Well, it is a combination of imports— 

The CuatrmMan. From these countries where operating costs are 
low ¢ 

Mr. Braptey. Yes, and these foreign countries want American dol- 
lars so they naturally attempt to sell on this market. 

The Cuarkman. Well, if you had this principle that we are talking 
about, laid down by Congress and carried out by the Tariff Commis- 
sion, how could they undersell you here in this market? How could 
that be done? 

Mr. Brapiey. It would all depend on the level of tariff protection. 

The CnarrMan. Well, if the level of tariff protection were the 
proper level, then they could not undersell you ¢ 

Mr. Braptey. Well, that is correct. I would assume it would be 
difficult to determine actual foreign costs, however. 

The Cuarrman. There has been a bill introduced three times that 
takes care of that. In other words, if it is impossible to determine 
foreign costs, due to subsidization or manipulations of the price of 
foreign currency, then you could take the declared custom’s duty price 
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r the offered for sale price in this country and fix the duty. That 
woul take care of that, but what the committee would like to know 
is your idea of how it ought to be done. 

Should it be done by the Tariff Commission through principles laid 
down by Congress, or ‘should it be continued as it now is with the State 
Department operating under the 1934 Trade Agreements Act, through 
the Executive or the P -resident, or should Congress just continue the 
year-to-year purchase programs through some , special organization ? 


RECOMMENDS THAT THE TARIFF-FIXING RESPONSIBILITIES BE CARRIED OUT 
BY THE TARIFF COMMISSION 


Mr. Brapiey. Well, I believe the tariff program should be carried 
out by the Tariff Commission, guided by Congress. 

The Cuarrman. In other words, you want the C ongress to reassume 
its constitutional responsibility and fix the tariffs through its agent, 
the Tariff Commission, or through some agent that it might set up? 

Mr. Brapiey. Yes, sir, I believe that Congress should have control 
of that. 

You asked about the level of production that could be reached in this 
country, Senator. At our Yellow Pine mine we could get up to 
1,000 tons annual production. 

The CuarrMan. Is it your opinion that there would be other de- 
posits located if there were a long-range plan laid down for a going 
concern mining industry ? 


UNDEVELOPED SOURCES OF ANTIMONY 


Mr. Braptey. Yes, I believe so. I believe there are many milling 


deposits in many areas that could be developed. 

The CuatrMan. If there were an incentive, for prospectors and ex- 
plorations in the field ¢ 

Mr. Braptry. Yes. 

The Cuatrman. I think we will adjourn now and recess until 9 
o'clock tomorrow morning. In the meantime, if you will gather to- 
gether your thoughts and information and have a further statement 
to make, we will be here at 9 o'clock in the morning. 

Mr. Bravery. Yes, I will be glad to do that. 

The Cuamman. Then we will stand in recess until 9 o'clock in the 
morning. 

(W hereupon, at 10:30 a. m., September 21, 1953, the instant hear- 
ing was adjourned until 2:20 p. m. September 22, 1953, same room.) 








STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES 
IN TIME OF WAR 


TUESDAY, SEPTEMBER 22, 1953 


Unrrep Srates SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Seattle, Wash. 

The committee met at 2:20 p. m., pursuant to adjournment, in room 
114, United States Court House, Seattle, Wash., Senator George 
W. Malone (chairman) presiding. 

Present: Jerome Adlerman, chief counsel for the committee, and 
George Holderer, engineer of the committee. 

Senator Matone. The committee will be in order. 


STATEMENT OF JAMES P. BRADLEY, SEPTEMBER 22, 1953, SEATTLE, 
WASH.—Continued 


The CuatrMan. Mr. Bradley, you had about completed your state- 
ment when we recessed yesterday, but I would like today, 1f you care 
to sum up your testimony and make any further statement again for 
the record. 

Mr. Braptey. I believe I could finish my statement within a few 
minutes and I would like to submit for the record some tabulated 
information clarifying the remarks on statistics made yesterday and 
giving the latest primary antimony statistics and also the estimated 
consumption of antimony in new uses now under development. 

The Cuarrman. That will appear in the record at this point as part 
of your testimony. 

(Statistics furnished by Mr. James P. Bradley :) 


SUMMARY oF LATEST UNITED STATES PRIMARY ANTIMONY STATISTICS 
(From U. 8S. Bureau of Mines Publications) 
United States primary antimony supply-demand, first 6 months, 1953 
{Short tons contained antimony] 


Domestic mine production______________ bhnndilbdtb tik AE chths bles) ess led . 
Total imports 


Total supply ; = 
Consumption 7 neaeialicpaices 
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United States primary antimony imports, first 6 months, 1958 
[Short tons contained antimony] 


North America (Mexico) (20 percent)____- 
South America: 

Bolivia__- 

Chile 

Peru 


Subtotal (58 percent) 


Other: 
Belgium-Luxembourg 
France 
Japan___- 
Italy — 
United Kingdom__-_-. 
Yugoslavia 


Subtotal (22 percent) _--_-- 
Total (100. percent) ...........,.-- 


United States industrial stocks of primary antimony 


{Short tons contained antimony] 


First 6 
months, 
1953 


Opening stocks 9, 200 7, 617 

Closing stocks 7, 930 6, 448 

Decline during period - . . hl he | 1, 270 | 1, 160 
(Indicates deficit in supply.) | 


Estimated United States consumption of primary antimony in new uses under 
development 


New application—estimated ultimate United States annual consumption Short 
of primary antimony: tons 
Electronic (antimony-aluminum and other antimony compounds)__ 1, 000 
5, 000 
sti to 
110, 000 
TOT TRNORTIRIIONE W vives cciinocencssicenotparninten<s 5, 000 


TARIFFS AND STOCKPILE 


Mr. Braptey. I would like to complete my statement by making a 
few remarks on tariffs and also on our dangerously inadequate stock- 
pile. 

I am in complete agreement with the resolutions, Senator, that it 
would be in the best interests of national security to have the respon- 
sibility for regulating tariffs returned to Congress, and I think this 
would encourage the antimony miners to hope that they could even- 
tually be back on a competitive basis with foreign producers. 

I hope that the 1934 Trade Agreements Act will be allowed to 
expire. 

The Cuarrman. You could submit the written statement there as 
a part of your testimony, if you care to do that. 

Mr. Brapiey. Well, I would be glad to do that. 
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The Cuarrman. It will appear in the record at this point as part of 
your testimony, Mr. Bradley. 

(This data was not fur nished at the time the heari ings were printed. 
When received, it will be retained in the committee files. ) 

Now, you feel that what the industry needs is a feeling of perma- 
nency, that is, a permanency of prine iple laid down by Congress? 

Mr. Brapiey. Yes, 1 do. There has been no permanent feeling, of 
course, and no incentive to really invest in antimony mines. We 
always have the fear of the C hinese production which may come back 
on the market, and other world sources. 

The CuarrMan. Goright ahead, Mr. Bradley 

Mr. Braptey. | would like to say something about our stockpile 
situation. If we are going to get into an all-out war with Russia, 
[ think we could assume that we may have to depend on the Western 
Hemisphere entirely, and my best estimate is that the total Western 
Hemisphere production of primary antimony may equal only 50 
percent of our military requirements during a war. 

Right now production is way down in “the Western Hemisphere. 
In our country we have none, and production has fallen off in Mexico 
and Bolivia. 

Our antimony stockpile of 20,000 tons would probably be all used 
before the end of the first year of an all-out war. I say that because 
antimony mining is now down to nothing in this country and it would 
possibly take over 1 year to get substantial mine production going in 
the United States. 

The CuatrMan. Why is it that you have no going concern mining 
industry in antimony at this time? 

Mr. Braptey. I can attribute that to foreign competition. 

The Cuatrman. Where does this foreign competition come from? 

Mr. Brapiry. It comes from many sources, sir. 

The Cuarrman. Across the ocean ? 

Mr. Braptey. Mainly from across the ocean—South Africa and 
Bolivia are among the largest suppliers. 

The CuHatrman. Well, Bolivia, of course, would be in South 
America. 

Mr. Braptey. Yes; but I understand that a number of countries, 
including Bolivia and Mexico, have already mined out their better 
deposits, and Bolivia is undergoing a number of troubles, both political 
and economic. 

The Cuatrman. Well, I think we are undergoing a few troubles 
right now. 

‘Mr. Braptey. But I think they are having a few more troubles than 
we are now. 


STATUS OF FOREIGN ANTIMONY DEPOSITS 


The Cuarman. It could be that if we had a policy of some kind 
of our own, it might be of help to other nations within this Western 
Hemisphere ? 

Mr. Braptey. That is possible. 

The Cuatrman. Upon what do you base your belief that if there 
were a market established for antimony on some stable basis that 
there would not be a stimulated mining industr vy in Mexico, Pern, and 
other nations—that they might find more of this material ? 
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Mr. Braptey. Well, I am speaking of conditions as they are at the 
present time, Senator, speaking of what would happen in the event 
of a sudden war. 

The Cuarrman. Well, a war at this time? 

Mr. Brapiey. Yes, sir. 

The CuarrmMan. I suppose that at some time we will have to start 
planning and looking ahead on policies and principles. 

Suppose that a sound principle were adopted now and assume that 
we had 5 years or whatever is necessary, could it not only encourage 
the established producers or formerly established producers, but also 
raise ambition in the hearts of new people to produce some more, 
knowing that if they found a deposit they could profit by it. You 
don’t think you could profit by a new deposit if you found it now, do 
you? 

' Mr. Brapiey. Well, no, not under the present conditions; no. 

The Cuarrman. So that you are not looking for new deposits ? 

Mr. Braptey. We are in our own mine. We are continuing explora- 
tion under Defense Minerals Exploration Administration contracts. 

The Cuamman. Government money ? 

Mr. Brapiey. Yes; but antimony has been taken off the list of 
DMEA and I think that is rather a short-sighted policy, too. 

The Cuarrman. What I meant to ask you, the purport of the 
question was: Suppose all of a sudden you found yourself like it has 
been in years gone by—I think you can remember times when you 
knew if you found a new deposit of antimony in the United States 
that you could make some money, you would be looking elsewhere, 
wouldn’t you ? 

Mr. Braptey. Yes; we would. 

The Cuarrman. Besides your own established mine ? 

Mr. Brapiey. Yes; I believe we would and there would be others 
looking, too. 

The Cuarrman. In other words, you have no incentive now, but 
to just keep your mine, that is, your own mine in shape so that if 
something does happen you could start mining there? 

Mr. Brapiey. That is right; and we also have a large investment 
up there, a modern mill and smelter. 


MODERN MILL AND SMELTER 


The Cuatrman. Yes; that is right, but with the present incentive, 
if I may go so far as to call it that, if you didn’t have this investment, 
you probably wouldn’t make it again, would you? 

Mr. Brapitzy. No; we probably wouldn't. 

The Cuarmman. Well, then I am talking about looking for new ore. 
Why do we assume there are no new mines in the United States and 
Mexico and Peru or anyplace else where there is no incentive to look 
for them? 

Mr. Brapiey. Well, I believe there are new mines, Senator, but it is 
going to take a lot of time to go out and look for them. 

The Cuarrman. How much time? 

Mr. Braptey. Probably not enough time if we got into a war. 

The Cuamman. Well, we are not in a war—how mutch time do you 
think? You heard the testimony of Mr. Fletcher regarding zinc. 
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He is in the same position as you are except that he is still under 
production—just waiting and hoping. 

I have heard his speeches now in the last 3 or 4 days; he is apparently 
thinking that their mines are going to be closed down in a very short 
time under the existing conditions and they have a tremendous invest- 
ment. ! } 

What I am talking about is this: The situation where Congress 
reassumes its responsibility to regulate foreign trade and lays down 
a principle. 

Then I have for 25 years watched the Bradleys operate and they 
are always out spending money. What would you do in that case; 
would you confine your operations to one mine or would you have 
prospectors and explorers looking for new deposits ? 

Mr. Brapiey. Well, we would stick our neck out and look for some 
new things. 


INADEQUACY OF STOCKPILE 


The CuatrmMan. That is what I thought. Now, don’t you think 
they would do the same thing in Mexico and Peru and other places 
where there are known possibilities ¢ 

Mr. Braptey. Well, I do, Senator, but I would like to stress the 
point that we do have this dangerously inadequate stockpile. Maybe 
that is the first thing to correct. 

If the stockpile goal on antimony were adjusted upward to a real- 
istic figure, that would create a market for a good number of years. 

The Cuarrman. For 20 years we have used the stockpile idea—15 
years or so—as something we can manipulate. I am sorry to have 
to say that, but our investigation shows that. 

A stockpile to you means one thing and a stockpile to someone else 
means they can get. control of the industry. It means different things 
to different people. 

It apparently meant in Europe and in England when they con- 
tracted for their own stockpile and finally turned the material over 
to us at a cheaper price than you could produce the lead and zinc here 
and broke the ed shat is a matter of record. 

Now, the greatest stockpile in the world to me is a going-concern 
mining industry and that is what I would like for you to tell us how 
to establish in your industry. 

Mr. Braptey. Well, I believe we are all in agreement on that, Sena- 
tor Malone—that we should have an established mining industry. 

I am just very fearful of what is going to happen in the event of 
sudden war with no—practically no—stockpile. 

The CuHarrman. You might tell us for the benefit of the record 
what you think should be done to build up a required stockpile, but 
I take it from your general testimony that the stockpile requirement 
would be dependent a lot upon the amount of—that is, the size of the 
going-concern antimony mining business, would it not? 

Mr. Braputry. Yes; I think that it would be a consideration. 

The CuarrMan. Since we have no going-concern antimony industry 
in the United States, and it is cut down in Mexico and South America, 
we would need a greater stockpile than we would naturally, if we 
had a policy which were to be adopted by Congress that resulted in 
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a going-concern mining industry, in a year or 2 or 3 or 5 years. Is 
that correct ? 

Mr. Brapiey. Yes, that is correct. 

The Cuamman. Now, where does this antimony come from now? 
What is the source of it from which we could build a stockpile if we 
just suddenly said we wanted a certain number of tons in our stock- 
pile here? Where would it come from? 

Mr. Brapitey. We would probably have to get it from all over the 
world, wherever available. 

- The CHarrMan. Well, where are the sources? 

wf. Braptey. Well, one of our biggest sources of supply in recent 
years has been Bolivia. 

The CuarrmMan. Well, the chart shows—the chart of the Depart- 
ment of the Interior, the Bureau of Mines for 1952, Africa produces 
7 percent, United States 13 percent, Europe 27 percent, Mexico 20 
percent, and Bolivia 33 percent. That was just last year. 

Mr. Braptey. Yes; but Bolivia was our largest source. 

South Africa is an important new source of antimony, but as all 
the production comes from one mine, it is uncertain how long this 
source may be of importance. 

The CHarrmMan. South Africa ? 

Mr. Brapiey. Yes, sir. 

The CuarrmMan. That would be a source, then, of the immediate 
stockpile material, perhaps a major source? 

Mr. Brapiey. Yes. May I also say that the domestic producers 
might be taken into consideration in case the stockpile would be 
built up? 

The CuarrmMan. It would be unusual? 

Mr. Brap.iey. That would be: yes. 

The Cuarrman. In 1947 the United States produced less than 25 
percent of the domestic consumption, Chile 5 percent, Mexico 30 
percent, and Bolivia only 10 percent. 

Mr. Braptey. What year was that? 

The CHarrman. 1947. Bolivia only 10 percent and Asia 30 percent, 
so that apparently Mexico took up a great deal of the sl: x when 
Asian production was unavailable to us. 

Mr. Braptey. That is right, and when Bolivia was down in those 
years it meant that the Bolivian output was going to Europe mainly. 
They were paying higher prices. 


RECOMMENDS THAT THE 1934 TRADE AGREEMENTS ACT BE PERMITTED 
TO EXPIRE 


The Cuamman. Then in summing up your testimony, what you 
believe, if I understood you correctly, is that you think Congress 
should take back their constitutional responsibility and let the 193 
Trade Agreements Act under which they make these trade agreements 
expire ? 

Mr. Brapiey. Yes; yes, sir, I believe that I—— 

The Cuarrman. And to regulate the tariff or duties or excise tax 
or import fee, or whatever you want to call it, on a definite basis. 
Now, on what basis, on a fair and reasonable competition, or how 
would you say this should be regulated ? 
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Mr. Brapiey. Well, I think on some basis where you could compete 
on a fair basis. 

The Cuatrman. Now, let me ask you another question. 

You hear a good many people say that of course we can outproduce 
in the matter of cost anyone in the world because of our better meth- 
ods, our better machinery, and our experience. Do you believe that, 
or do you think that our methods and machines are available to every- 
body now? 

Mr. Brapiey. Well, I believe our methods and machinery are avail- 
able, and in speaking of costs, that also depends on the grade of ore 
and the type of mineral deposit. 

The CuatrmMan. And labor costs ¢ 

Mr. Braptey. And labor costs. Most of the domestic antimony ore 
unfortunately, is of a type that is hard to smelt and has a lot of im- 
purities as compared to most of the foreign ores. 

The Cuarrman. If there were a principle established that the tariff 
or import fee or duty represented at least the difference in labor costs, 
would that be of any assistance to you ? 

Mr. Brapiey. Yes, that would be of assistance ; anything that would 
help put us in a better competitive position would, of course, be of 
assistance. 

The Cuatrman. What do you pay for labor—common labor— 
miners # 

Mr. Brapiey. Well, I don’t have the latest figures, as we have had 
so many wage adjustments upward. 

The CuatrMan. Well, where are we now, approximately ? 

Mr. Brapitey. Well, we are right in line with the other mining 


compen 


The Cuatrman. Is there anyone here who is familiar with that? 

Mr. Herres. Well, it runs from $14 to $18 a shift, including some of 
the fringe issues that go to make up the pay these days. 

Mr. Brapiey. Well, I would say it was roughly $2 an hour for a 
miner, plus benefits. 


FOREIGN LABOR A GREAT DIVIDER 


The Cuamrman. In general, what is paid in South Africa? 

Mr. Braptey. Oh, I think 50 cents a day for the miners. 

The Cuatrman. Are they as efficient as our miners with the same 
machinery or does it take more men to do the job on a drilling machine, 
say ¢ 

Mr. Bravtey. I think they are gradually getting to the point where 
they are getting quite efficient and even though they use a few more 
of them, they still cost a lot less than one of our men. 

The Cuatrman. Well, would you say that it would take two of their 
miners or laborers there to do the work of one of ours? 

Mr. Brapiey. Well, it all depends on the type of job. 

Now, I was talking to a man who had been down in Africa recently 
and he said one advantage that they have is that they do not put in 
expensive equipment, labor-saving equipment, which we go for over 
here. They just put maybe 100 men on a certain job where we would 
have one machine to do the job, but in the long run it might be much 
cheaper—must less capital invested and lower operating costs. 
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The Cuarrman. Then anything that might make up the difference, 
whether it is called a duty as the United States Constitution states, or 
is regulated by the Tariff Commission on a flexible basis so that it 
changed when foreign cost changed—if that were established as a 
definite matter, a definite policy of Congress, that might be quite 


helpful ? 





NO PROTECTION FOR ANTIMONY j 

Mr. Braptey. Yes, it would. The antimony has had no protection, : 
you might say, whatsoever in tariffs. 

The Cuarrman. Do you think then that there might be other and : 
better ways? Do you think that if Congress continues to set up ' 
organizations and give them the appropriation to buy when, in their 
judgment, they should buy and cease buying when they think the ad 
stockpile or the need has passed, would be just as effective as the | 


program such as you described? 
Mr. Braver. Well, I think a combination of those two would 


probably be necessary if we want to strive for more self-sufficiency in 
antimony if it is determined that our stockpile is far short of what 
it should be. 
The CuHarrman. I wasn’t talking about stockpile in that connec- 
tion; I was talking about putting the responsibility on any committee \ 


such as we have created—we have created several of them in the last 
few years—and allowing them the use of their judgment in the min 
ing industry just as they do in some other industries, to provide the 
material that you need. 

Now, you know, we have had this rationing craze in the last few 
years and the very policies that we follow make some people think 
that rationing is necesary so that when you leave it to a committee 
such as the GSA or other committees operating under the GSA and 
the GSA furnishing the money, would it be wise in your opinion to 
leave it to the judgment of a man working for the Government, either 
the chairman of one of these committees or a member of it ? 

Do you think that method of handling a mining industry is suc- 
cessful? Iam not talking about stockpiling at all, I am talking about 
production for peacetime or any other time. 

Mr. Braver. No, I do not think so. 

The Cuamman. Well, do you think then, and I think from your 
previous statement that you do not, that the State Department then, 
given full authority to regulate tariffs, import fees, et cetera, through ‘ 
agreements with other nations is successful in maintaining a sound 
mining industry ? 

Mr. Braptey. No, I think it has been very harmful to the mining 
industry. 

The Cuamman. Do you have any further statement you would like ; 
to make / = 

Mr. Brapiey. No, I think that covers everything. 

The Carman. Well, thank you very much for your help, Mr. 
Bradley. It will be very helpful to the committee and if you have 
any further statement you would like to submit after you think the 
matter over, we would be very glad to have it. 

Mr. Bravery. Well, in the event that we have definite information 
on the new uses for antimony, I may submit that at a later time. 
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The CuarrMan. The committee will appreciate that. 
Mr. Braptgy. I wish to thank you for this opportunity to give this 
information on antimony, Senator. 


STATEMENT OF JAMES P. BRADLEY, OCTOBER 22, 1953, 
WASHINGTON, D. C. 


Mr. Braver. I am James P. Bradley, vice president of the Bradley 
Mining Co. of San Francisco, Calif. My company is operating two 
tungsten mines in Idaho at present. It has a shut-down antimony 
smelter in Idaho and closed-down mercury mines in Nevada and 
California. 


LACK OF A FORESIGHTED PROGRAM TO MAINTAIN A PRIMARY ANTIMONY 
INDUSTRY 


I have prepared a statement on our country’s dangerous lack of pre- 
paredness with respect to primary antimony which I would like to 
read. 

Senator Matone. Proceed. 


STRATEGIC USES FOR ANTIMONY 


Mr. Braptey, | greatly appreciate the privilege of appearing before 
the Senate Minerals and Materials Subcommittee. I believe that other 
witnesses will testify on other strategic metals and, in the interests of 
time, I therefore desire to limit my remarks to a discussion of anti- 
mony—a metal that is highly strategic as demonstrated in World War 
II, but which has, for unascertainable reasons, become a stepchild as 
far as the Government is concerned. 

During a time of war, the requirements for primary antimony are 
greatly expanded over normal peacetime consumption, the most im- 
portant military applications being in the flameproofing of textiles, 
paints, and plastics. These flameproofing uses are considered to be of 
the utmost importance during a modern war, This was clearly recog- 
nized early in World War IT, when airplane carriers were lost because 
fire-retardant paint was not being used by the Navy at that time. 

The major wartime requirements for antimony cannot be satisfied 
by serap or secondary antimony, but only by primary—or newly 
mined—antimony. 

I am sorry to present a gloomy picture, but it is my considered opin- 
ion that in the event of a war emergency occurring in the near future, 
our Nation would be seriously hampered in its war effort by not having 
access to sufficient supplies of primary antimony to meet military and 
essential civilian requirements. 

In appraising the adequacy of United States wartime supplies of 
primary antimony, the following factors should be taken into con- 
sideration : 


DEGREE OF SELF-SUFFICIENCY 


_ First, is limited United States self-sufficiency. The United States 
is now 100 percent dependent on imports for its primary antimony sup- 
plies. Until a year ago when domestic antimony mines were com- 
pletely shut down due to foreign competition, domestic sources had 
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been supplying the equivalent of about 10 percent of our wartime 
requirements for primary antimony. 

The second factor is the dangerously inadequate strategic stockpile. 
The United States strategic stockpile is estimated to contain approxi 
mately 20,000 tons of primary antimony—or enough to last only 6 
months at the World War II peak rate of consumption. So far as is 
known, there is no indication that new weapons or war procedures have 
lowered the World War II peak rate of consumption, 

The third factor is that of greatly expanded wartime requirements. 
In comparison with normal peacetime requirements of about 15,000 
tons per year, the United States consumption of primary antimony 
reached an annual rate of 40,000 tons during World War IT, as noted 
in the Government report Materials Survey Antimony, which I have 
set forth in my exhibit A. 

(Document referred to is as follows :) 


Exuipir A.—Excerpts From MATERIALS SuRVEY ANTIMONY * 


Chapter S. page 11: “It would be necessary to have at least a year’s supply of 
primary antimony stockpiled in the United States, and more, if possible, to main- 
tain a steady flow to consumers and as a protection against labor difficulties and 
shipping shortages which might develop. However, it is doubtful if this stockpile 
could be built up after the emergency developed, therefore, the most logical plan 
would be to stockpile in advance.” 

Chapter 8S, page 5: “United States consumption of primary antimony during 
1945, the peak war year, was 28,228 tons; the rate of annual demand for the first 
half of the year reached approximately 40,000 tons.” 

Chapter III, page 4: “The United States is in a precarious position in regard 
to antimony supply.” 

Mr. Braptey. I have no information on official estimates of require- 
ments during another world war ; however, it is possible that new uses 
currently being developed will result in future wartime requirements 
for primary antimony being greater than in World War II. 

The next factor to take into consideration is the probability that 
some of our normal sources of imports may be cut off during a time of 
war. It seems reasonable to anticipate that some important foreign 
sources or primary antimony, such as Asia, Africa, Europe, and pos- 
sibly South America, may not be available to the United States during 
another world war. It should not be forgotten that we almost lost the 
last war due to the sinking of ships, carrying bauxite and other vital 
war minerals, on the short run from the tip of South America to this 
country—and the enemy submarines were not equipped with schnor- 
kles at that time either. During another war, our overseas shipments 
may be interfered with by an enemy who not only has a superior sub- 
marine fleet, but also a superior air force. 

I should add that our presently known enemy is very proficient at 
mine warfare. 

Then, Western Hemisphere production of primary antimony is not 
sufficient to meet United States wartime requirements. Even with 
Western Hemisphere mine production on a greatly expanded basis, 
which would take a long time to accomplish, it does not seem likely that 
production of primary antimony from this hemisphere could come 
anywhere near meeting United States wartime requirements. The 

*Compiled for the Materials Office, National Security Resources Board, by the U. S. 


Department of the Interior, Bureau of Mines, with the cooperation of the Geological 
Survey, March 1951. 





5 
b 

















STOCKPILING STRATEGIC AND CRITICAL MATERIALS 65 


outlook is particularly unfavorable at present with domestic produc- 
tion completely shut down and with Bolivia and Mexico on a sharply 
curtailed basis. 

There is also the factor of the current supply-demand situation, 
which does not present a healthy picture. United States consumption 
of primary antimony exceeded total supplies during 1952 and the 
first half of 1958, as shown by declining industrial inventories, which 
are now at the lowest point in the past several years. (See exhibit C 
for details.) 

(Document referred to is as follows :) 


ExHipit C.—SUMMARY OF LATEST UNITED STATES PRIMARY ANTIMONY STATISTICS 
(From U. 8S. Bureau or Mines PUBLICATIONS) 
TABLE 1.—United States Primary Antimony Supply-Demand, First 6 Months, 1953 


[Short tons contained antimony] 
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TABLE II,—United States industrial stocks of primary antimony 


[Short tons contained antimony] 


| fel 
1952 (annual | Ist 6 months, 





basis) 1953 (monthly 
| basis) 
pepper ner rerersperbmermptiemnrhacrgennreniihmre reread a he lniagunaetaiaadia tian ainda 
Opening stocks.___. ; : 9, 200 | 7, 617 
Closing stocks. 7, 930 6, 448 
ain r 


Decline during period te sina 1 1, 270 1,169 


! Indicates deficit in supply. 


TABLE III.—United States primary antimony imports, first 6 months, 1953 


{Short tons contained antimony] 
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Mr. Brapiey. The indications are that current free world produc- 
tion of primary antimony is below current free world consumption and 
that foreign inventories have been declining also. 

On the assumption that enemy submarine and airplane action will 
make it impossible to import primary antimony during wartime from 
89888—54—pt. 106 
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other than Western Hemisphere sources, and taking into consideration 
the present depressed condition of antimony mining in both North and 
South America, as well as our dangerously inadequate strategic stock- 
pile, we have the following unsatisfactory situation : 

It is extremely doubtful whether total Western Hemisphere pro 
duction plus all primary antimony now in the strategic stockpile would 
be sufficient to take care of United States requirements during the first 
year of another world conflict. We therefore face the possibility of 
our strategic stockpile of antimony being completely depleted well be 
fore the end of the first year of war, with the probability that total 
production of primary antimony in the Western Hemisphere would 
fall far short of meeting our annual wartime requirements thereafter. 

I wish to emphasize that my remarks pertain to what could happen 
under present circumstances. I estimate that production of primary 
antimony would be disastrously low during the first year of a war 
starting in the near future, because it takes a long time to reactivate 
closed mines and smelters or to expand production at curtailed mining 
properties, particularly during wartime when it is difficult to recruit 
the necessary technicians and “other manpower, and to obtain equip- 
ment, materials, transportation, and so forth. The greatest delays 
in expansion of mine production would be due to the difficulties in 
obtaining adequate manpower, as evidenced during World War II, 
when thousands of men were furloughed from the Army to go back to 
work in the mines. 

Another problem during a war emergency is that Canada, the 
United Kingdom, and our other allies with insufficient primary 
antimony resources for their own needs, may have to be supplied from 
the same sources that are available to the United States. 

Bolivia and Mexico are the principal Western Hemisphere sources 
of primary antimony, and due to the depletion of their richer ore 
deposits, it may not be possible for these countries to regain their 
former peak- production records. In recent years, Bolivia has been 
our main source of primary antimony supply. Without an adequate 
reserve in our strategic stockpile, we would be dependent upon Bo- 
livia during wartime to furnish the largest part of our requirements. 
However, Bolivia may not prove to be a reliable source of ‘supply in 
our time of need, due to the worsening political and economic troubles 
of that country and in view of its unfriendly attitude toward the 
United States. Here, again, we are dealing with a source that could 
be cut off by enemy air or sea forces. 

Due to its unique chemical and physical qualities, there are no 
adequate substitutes for antimony in its most important military and 

essential civilian applications. An insufficient supply of primary 
antimony during wartime would result in our cutting rons or going 
without some of the uses listed in exhibit B, herewith. 

(Document referred to is as follows:) 


Exnisit B.—MILITABY AND ESSENTIAL CIVILIAN USES FOR PRIMARY ANTIMONY 


METAL PRODUCTS * 
Storage battery metal. 
Antifriction bearings. 
Miscellaneous antimonial lead products (castings, sheet, pipe, cable covering, 
solder, ammunition, etc.) 
Type metal. 


1In metal products, antimony is used mainly as an alloying element with lead. Antimony 
hardens and strengthens lead and also improves its corrosion resistance. 
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NONMETAL PRODUCTS’ 

Flameproofed textiles. 

Fire-retarding paints. 

Flameproofed plastics. 

Flameproof coatings and compounds 

Camouflage paints. 

{mmunition primers. 

Frits and ceramic enamels 

Glass, 

Pigments. 

Miscellaneous uses (in form of antimony oxide, antimony trichloride, antimony 
sulfide, ete.). 


Mr. Bravery. The United States has been historically dependent on 
foreign sources for the bulk of its primary antimony supplies. A1- 
though there are many deposits of antimony ore in the Western 
States, the development of domestic antimony mines has been held 
back by the lack of tariff protection. 

It is difficult to estimate how far our country could go in supplying 
its own needs, but I am sure that if a tariff policy were established to 
encourage a continuity of domestic mine and smelter production, 
our degree of self-sufficiency could be increased substantially. 

The ‘closing of domestic antimony mines in 1952 was due entirely 
to the sales of foreign antimony products, partially from inventories, 
at depressed prices in this country. There is practically no tariff 
protection on antimony. Antimony ores and concentrates, compris- 
ing the bulk of aritimony imports, come in duty free, while antimony 
metal and antimony oxide have tariff rates of only 2 cents and 1 cent 
per pound, respectively. On my exhibit D, I give more information 
on the domestic antimony mining and smelting industry. 

(Document referred to is as follows :) 


Exuisit D.—DomeEstic ANTIMONY MINING AND SMELTING INDUSTRY 


There are many deposits of antimony ore in the Western States, but the develop- 
ment of domestic antimony mining has been held back by unstable market 
conditions and by the almost complete lack of tariff protection. 

The principal domestic producer is the Yellow Pine mine and smelter at 
Stibnite, Idaho, operated by the Bradley Mining Co. Before shutting down in 
1952, this property hid supplied well over 90 percent of the domestic primary 
antimony output for many years. The productive capacity of the property is 
equivalent to about 10 percént of the United States’ wartime requirements for 
primary antimony. The Yellow Pine mine contains about one-half of the known 
domestic antimony ore reserves and exploration work (financed to the extent of 
75 percent by the Defense Minerals Exploration Administration) is under 
progress. 

Most of the antimony smelters in the United States have geared their operations 
to Bolivian chemical grade ore and cannot operate on lower grade ores. Bolivia 
is the main free world source of chemical grade antimony ore and it is therefore 
fortunate that there are two large antimony smelters in the United States (at 
Stibnite, Idaho, and Laredo, Tex.) which can accept lower grade ores. The 
smelter at Stibnite, Idaho, is particularly well adapted for the treatment of 
domestic ores (which are low grade and complex) and this may prove to be to the 
national advantage in the event that our Nation is forced to become more 
dependent on domestic sources of antimony in the future. 


Mr. Brapwey. I wish to make clear what is meant by the term “pri- 
mary antimony.” Primary antimony is newly-mined antimony as 


compared to secondary or scrap antimony, which is recovered mainly 
in the form of used storage battery plates. During either wartime or 





* Tn nonmetal products, antimony is used predominately in the form of antimony oxide. 
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peacetime, about 20,000 tons of secondary antimony are recovered 
annually, and this material goes right back into new batteries again. 
In other words, there is a circulating supply of secondary material. 

I point this out because I believe there has been some confusion over 
the distinction between primary and secondary antimony. All pri- 
mary antimony consumption figures cited herewith are in addition to 
the consumption of secondary antimony. Furthermore, the most im- 
portant military uses for antimony can be met only by primary anti- 
mony and not by secondary antimony due to the scrap material being 
contaminated with lead and other metals. 

My exhibit A contains some significant excerpts from the Govern- 
ment report Materials Survey Antimony, and perhaps I should 
explain that this report was published in 1951 and compiled for 
the Materials Office, National Security Resources Board, by the 
United States Department of the Interior, Bureau of Mines, with 
the cooperation of the Geological Survey. 

This Government report recommended that at least a year’s supply 
of primary antimony be stockpiled, compared to our present stock- 
pile, estimated at 6 months’ supply: stated the wartime demand at 
40,000 tons of primary antimony per year; and described our country’s 
antimony supply situation as “precarious.” 

Since the publication of this report in 1951, there has been a deteri- 
oration in both the domestic and foreign antimony-supply situation, 
and the hazards of our high dependence on overseas supplies have in- 
creased. This suggests that even a 1-year stockpile would prove 
dangerously inadequate. Moreover, new uses now under investiga- 
tion could result in our military and essential civilian requirements 
for primary antimony being considerably higher than previously 
estimated, and this factor should also be taken into consideration 
when appraising the adequacy of our strategic stockpile of primary 
antimony. 

Research programs on important new uses for antimony are being 
conducted. by various agencies of the Government, and also by many 
yrivate organizations. One of the most interesting new developments 
is the use of antimony compounds in semiconductor applications— 
transistors, rectifiers, and other electronic devices—and the indications 
are that the antimony compounds are superior to germanium and 
other materials for use in guided missiles and military aircraft where 
operation at high temperature is required. I might also add there is 
difficulty in the operation of the new electronic computing machines 
because they generate a high temperature. 

There is a critical and growing need for semiconductor materials 
that can continue to function under high-temperature conditions. If 
it is of interest to the committee, I will be pleased to submit a supple- 
mental report at a later date, with more complete information on the 
investigations of new uses for antimony. 

Senator Martone. I think any new information you can furnish the 
committee will be welcomed for the record as a part of your testimony. 

Mr. Brapiey. Thank you. 

In closing, I wish to point out that during a war is the worst pos- 
sible time to attempt to start up mine production or to build up the 
stockpile. I therefote urge that consideration be given to doing what- 
ever is necessary to improve our Nation’s position with respect to 
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primary antimony before another war emergency occurs, as this could 
mean huge savings in both American lives and dollars. 

That concludes my prepared statement. 1 would like to add a re- 
mark on the wartime uses. I think that is a very important point. 

I think:some conflicting statements by people in the Government 
have been made as to what our wartime consumption will be. I would 
like to point out that our actual consumption of primary antimony 
during 1945 was over 28,000 tons, but during the first half of the 
year when the war was going full blast, the use was about 20,000 
tons, equivalent. to an annual consumption rate of 40,000 tons. The 
use would have been considerably higher than 28,000 tons during the 
whole year if the war had not ended in the fall with cancellations of 
contracts. 

Senator Martone. I note from a chart prepared by the Bureau of 
Mines for the use of our committee that substantially all of our supply 
for a time was from the Western Hemisphere. 

Mr. Brapiey. Yes; that is correct. 

Senator Martone. Is it your opinion that if a satisfactory long- 
range policy or principle were laid down by Congress such as you 
have heard deseribed by other witnesses along the lines of Congress 
reasserting or reestablishing its constitutional authority to regulate 
the duties, imposts, and excises and to regulate foreign trade through 
the Tariff Commission as its agent, on the basis of fair and reasonable 
competition, that the antimony industry would again become a going 
concern ¢ 

Mr. Braptey. Yes; I think it could, Senator. It is about flat on 
its back right now. It has never had a chance to show what it can 
do. It has never had the tariff protection, to speak of. 

Senator Martone. You heard the testimony of Assistant Secretary 
of the Interior Mr. Wormser that there were only three methods that 
he knew of that would reestablish the mining industry. One was 
subsidies, one quotas, and the other tariff protection, representing 
that differential between our wage standard of living here and abroad. 
Do you agree with his general conclusion ? 

Mr. Braptey. Yes, sir; I do. 

Senator Martone. In any case, it would have to be a long-range 
principle. 

Mr. Braptey. Yes. 

Senator Martone. How long would it take to open these mines that 
you described that you formerly operated under those conditions? 

Mr. Brapiey. The time needed to get back into full production of 
antimony at Stibnite, Idaho would be dependent on whether or not 
our smelting plant were still being maintained in standby condition. 
In the event that economic conditions force the dismantling and sale 
of this excellent plant for its salvage value, it would then require a 
period of at least 2 years to resume production. However, under 
present circumstances, with the plan still intact, it would take between 
6 — and 1 year to resume production, depending upon the time 
of year. Our property is situated in an isolated, mountainous area 
and cha we are not in operation, as at present, the winter road is 
closed for about 6 months each year. 

Senator Martone. But it is an all-year operation once you are in 
operation ? 


70 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Mr. Brapiey. Yes, sir. 

Senator Martone. You believe, then, that the Western Hemisphere 
under proper conditions could become self-sufficient in the production 
of this material? 

Mr. Braptey. Sir, as I pointed out in my statement, I doubt it very 
much at the present time. But if a program were put into effect 
and you asked me that question 5 years from now, I would probably 
give you a different answer. We do not know just how far we can go. 

Senator Martone. A long-range principle laid down that would 
induce private capital to go into business you think would permit the 
Western Hemisphere to become self-sufficient ? 

Mr. Brapiey. It might in a long period of time. 

Senator Martone. Five to 10 years? 

Mr. Brap.ey. I think the only thing to do would be to strive fo. 
that. I do not like to be too much of a pessimist, but right now 
things are in bad shape in antimony mining. 

Senator Martone. The record shows that the Western Hemisphere 
has accounted for most of our production, and in most cases over 
the years, with the exception of the last 2 or 3 years, they have been 
very close or even surpassed our consumption. 

Mr. Brapiey. That is right. 

Senator Martone. You think the new uses and the increased tonnage 
that would be utilized would necessitate increasing the production 
over what it had ever been in the hemisphere, and that is why you 
believe it is a little uncertain ? 

Mr. Brapiey. Yes. These increased uses were not reflected in the 
statistics until the last year of World War II, and the war ended 
before the end of that year. 

Senator Matone. In 1945 it shows that the Western Hemisphere 
produced within perhaps a couple of thousand tons of your consump- 
tion that year, which was the highest consumption of any year during 
the war or any year since 1940. 

Mr. Brapiey. But if the war had gone on, at the end of 1945, we 
would have had a dangerous deficit, in my opinion. 

Senator Martone. One year, 1943, a year apparently of great de- 
mand, we produced about 36,000 tons in the United States and the 
Western Hemisphere, which was in the neighborhood of 15,000 tons 
more than we used that year. 

Your testimony is very interesting and informative, Mr. Bradley, 
and the committee appreciates your appearance here. 

Mr. Brapiey. Thank you, Senator. 

Senator Matone. You may at your convenience within the next 2 or 
3 weeks, if you can, submit for the record as a part of your testimony 
an outline of the new uses and any other information that you might 
wish to submit for the committee's use. 

Mr. Brapiey. I will try to do that in the near future, assuming 
we have some more information. 

Senator Martone. Thank you. 

Mr. Brapiey. Thank you, sir. 

(Supplemental data subsequently furnished is placed in the record 
at this point by direction of the chairman.) 
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BRADLEY MINING Co., 
San Francisco, Calif., November 12, 1958. 
Mr. JEROME 8S. ADLERMAN, 
Counsel, Senate Minerals, Materials and Fuels Economic Subcommittee 
Senate Office Building, Washington, D. 0. 

Deak Mr. ADLERMAN: In answer to your letter of November 3, I am submit- 
ting herewith supplemental statements on the following subjects: Trade-agree- 
ments Act of 1984 and estimated consumption of primary antimony in new 
uses. 

I had delayed sending the statement on the new uses for antimony, pending 
the availability of more information on this subject. 

Yours very truly, 
BRADLEY MINING CO., 
By JAMes P. BRADLEY, 
Vice President. 


SUPPLEMENTAL STATEMENT BY JAMES P. BRADLEY 
ESTIMATED CONSUMPTION OF PRIMARY ANTIMONY IN NEW USES 
The estimated additional consumption of primary antimony in the most im- 


portant new uses now being developed can be summarized as follows: 


Estimated ul- 
timate United 
States annual 


Application Antimony as a substitute for consumption 
of primary 
antimony 

—jieugiiiiialieasuuennres am sy wiereedionees ——~--| ——--—--- 
Tons 
Electronics (antimony-aluminum and other Germanium, selenium, silicon 1, 000 
semiconducting compounds containing anti 
mony). | 
Pe oi id sis batt c9haedtbisbenmacedacsenietons Chromium, nickel . -.........- 5,000 to 10, 000 
it ee PR acecceti rman 5, 000 





Information not yet available for publication. 


The above table refers to eonsumption in addition to present uses for primary 
antimony. 

As antimony of high purity is required for these new applications, primary 
antimony (newly mined antimony) will be needed and secondary or scrap anti- 
mony cannot be made use of due to its being contaminated with impurities. 

The new antimony developments, which have important civilian as well as 
military functions, are described in more detail as follows: 


Electronics (antimony-aluminum and other’ antimony compounds) 


The estimated ultimate consumption of 1,000 tons of antimony per year in 
the electronics field is based on the fact that the development of cheaper, better, 
and more readily available semiconductor materials can open up whole new 
vistas in electronic applications (for both military and civilian purposes). 

Compounds of antimony with aluminum and with other elements have recently 
been proven to have electrical properties (in semiconductor applications) at least 
as interesting as those of germanium and silicon. The possible applications of 
these antimony compounds in the rapidly expanding electronics industry are 
in rectifiers, transistors, diodes, photoelectric devices, thermoelectric devices, ete. 

In addition to the research program sponsored at the Battelle Memorial Insti- 
tute by the Bradley Mining Co., investigations of antimony-aluminum (and other 
antimony semiconductor compounds) are being carried on by other private 
companies and also by various agencies of the United States Government. 

The reasons for the great industrial and governmental interest in the newly 
developed antimony semiconductor compounds are as follows : 

(1) There is a critical and growing need for semiconductor materials that can 
operate at high temperatures—this need being particularly critical in the case 





‘Compounds of antimony with cadmium, gallium, indium, selenium, zinc, etc., are also 
being investigated. Some of these compounds show very interesting possibilities. 
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of military aircraft, guided missiles and digital computers. The research work 
to date indicates that antimony-aluminum should be superior to both germanium 
and silicon for high temperature operation in electronic devices. 

(2) The need to find semiconductor materials that are more easily prepared 
and that have greater utility than the germanium and silicon semiconductors 
presently being used—so far, antimony-aluminum appears to be the most promis 
ing new semiconductor material. 

(3) Low cost of antimony and aluminum as compared to about $300 per pound 
for germanium and $600 per pound for high purity silicon. 

(4) Due to the higher melting point of silicon, the processing of antimony 
aluminum is simpler than for silicon. 

(5) Limited availability of germanium. 

The current research work at the National Bureau of Standards on semi 
conductor compounds containing antimony is described in the following excerpts 
from the November 1953 issue of the Technical News Bulletin (a National 
3ureau of Standards publication) : 

“Investigations of the properties of semiconductors have revealed that certain 
intermetallic compounds show promise of extended use in solid state electroni 
devices. Current research, under the direction of R. G. Breckenridge of the 
NBS solid state physics laboratory, is concerned principally with the conduc 
tivity and the Hall effect of such metal compounds as indium antimony (InSb) 
and aluminum antimony (AlSb). These combinations may have equal or greater 
utility than the germanium and silicon semiconductors presently in large 
demand.” 

“* * * the realization of the full industrial potential of transitors and semi- 
conducting rectifiers has been handicapped by material limitations and difficulties 
in the preparation of single crystals of germanium and silicon needed for newer 
semiconductor devices. NBS research has been directed toward an investigation 
of intermetallic compounds that exhibit the same or better semiconductor char- 
acteristics and that are more easily prepared than the metals currently in use 

“From a longer range viewpoint it should be realized that practical solid state 
electronic devices no longer need be restricted to Si and Ge; the existence of 
a wide variety of compounds whose properties are virtually unexplored, but 
which give every indication of being useful, forecasts a latitude in design that 
was not before possible.” 

There is a possibility that antimony-aluminum may prove superior to selenium 
for use in power rectifiers (this is a large tonnage field). 

Plating 

The Bradley Mining Co. is sponsoring research at the Battelle Memorial Insti- 
tute on the use of antimony as a plating material. Publication of any informa- 
tion on these investigations is being held back pending the completion of the 
tests and the determination of the most successful techniques and plating baths. 
Result to date have been encouraging and indicate that antimony will become 
a successful substitute for both chromium and nickel in electroplating. 

Due to the shortage of nickel and the restrictions on its use, the automobile 
companies and others interested in plating have been trying to develop satis 
factory substitutes for nickel in plating work. Various metals have been tried, 
but antimony appears to be the most promising substitute. 

Excerpts from the following articles in technical magazines give some indi- 
cations of the commercial possibilities of antimony plating : 

“Antimony Plate,” Metal Progress, February 1951: 

“It is not generally appreciated that pure antimony resists attack by hydro- 
chlorie and hydrofluoric acids, is relatively tarnish resistant, and easily buffed 
to a highly reflective surface. Successful plating techniques make it a substi- 
tute for the more critical metals, nickel and chromium. 

“* * * antimony might well be considered for a corrosion-resistant surface 
on many parts where more critical metals are now being used, such as hardware 
parts, domestic ware, automotive trim, parts in radio and radar equipment 
which require a high degree of corrosion protection and which, for performance 
reasons, must be soldered, and for castings, forgings, and other rough metal 
parts which otherwise would require heavy grinding and polishing before 
plating.” 

“Antimony Plating,” Plating, March 1950: 

“Bright deposits of antimony resemble chromium and exhibit similar resist 
ance to tarnish by handling or in the atmosphere. 
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“The successful deposition on copper or on copper-flashed steel of crack-free, 
almost fully bright antimony deposits from warm citrate baths containing glu- 
conic acid and hydrogen peroxide and with soluble antimony anodes opens up 
the possibility of commercial use of this remarkable metal for electroplated 
coatings.” 
Vew metallurgical uses 

Current investigations indicate an eventual large consumption of primary 
antimony as an alloying constituent to impart useful qualities to some of the 
new metals now under development. This use is of importance for both military 
and civilian applications. Information on these investigations is not yet avail- 
able for release. 

The CuatrMan. Mr. Otto Herres, of Salt Lake City. Mr. Herres, 
will you identify yourself for the benefit of the record ¢ 


STATEMENT OF OTTO HERRES, SALT LAKE CITY, MINING ENGI- 
NEER, VICE PRESIDENT OF COMBINED METALS REDUCTION CO., 
SEPTEMBER 22, 1953, SEATTLE, WASH. 


Mr. Herres. My name is Otto Herres. I am a mining engineer, 
experienced in the supervision and management of mining properties 
producing nonferrous metals, coal, iron, and titanium. 

During 1950 and 1951, at the time of the Korean emergency, I was 
called upon by the Government to help the defense effort and on a 
loan from my company, served as Chief of the Lead-Zine Branch of 
the Defense Minerals Administration until the programs for the ex- 
ploration and expansion of production were established and in opera- 
tion. 


EMERGENCY LEAD AND ZINC COMMITTEE 


At the present time I am vice president and a director of Combined 
Metals Reduction Co. 

I have been asked by the national lead and zine industry to act as 
a chairman of a committee that has been set up in the emergency 
caused by the excessive importing of lead and zine to seek whatever 
proper relief there may be for the mining industries of this country. 

It might be appropriate in connection with this type of investiga- 
tion to say that at the start of the war I was called to New York State 
to manage the development and operation of a property of the Na- 
tional Lead Co. in the Adirondack Mountains, producing titanium and 
iron and a potential source of vanadium. 

India had been supplying us with titanium ore which, at that time, 
went to make up protective coatings used by the Navy. After Pearl 
Harbor shipments from India were cut off but fortunately we were 
able to open the largest titanium mine in the world in New York State 
and prevent serious shortages, although prior to that time we had no 
particular titanium reserves in the United States. 

The mine is still in operation and still is the largest individual 
titanium mine operating in the world. 

The CHarrman. What type of ore do they produce there ¢ 

Mr. Herres. It is a titaniferrous magnetite. It contained titanium 
dioxide which today is used for protective coating in the manufacture 
of pigments and also as the source of the material that is used to make 
titanium metal, which is much in need for the defense effort, the Armed 
Forces. 
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The Cuarrman. Is that generally known as ilmenite? 

Mr. Herres. Yes, that is the name of the mineral—the common name 
of the ore is ilmenite. The ore is titaniferrous magnetite. 

That is a particular illustration of some of the problems that are 
confronting us with other metals and minerals. We don’t have the 
reserves but when we have adequate incentive, we seem to be able to go 
out and find them. 

Perhaps our ores may in some respects be lower grade than foreign 
ores. The Utah Copper Co., now the Utah Copper Division of Ken- 
necott in Utah is mining some very low grade copper ore that in-many 
parts of the world would be considered waste, but with American 
ingenuity and resourcefulness, the low-grade ores can be made a very 
profitable resource. 

The Cuarman. At least they are here and we save the freight. 

Mr. Herres. Yes, and the same thing has been going on in respect 
to iron up in the Lake Superior district today with the taconites, very 
low-grade ores that at one time were considered waste with perhaps a 
content in the rock of 25 percent iron which would have been nothing 
but rock some years ago. 

Today large mining companies are investing hundreds of 
millions of dollars and no doubt in the course of time, these very low 
grade ores will become a profitable resource of this country. 

The CHarrmMan. Well, the record of our operations in this country 
and, as a matter of fact, those of American companies in foreign opera- 
tions, is that either a better method of processing the ore or a little 
higher price of the product turns country rock into ore lots of times? 

Mr. Herres. Yes, but there are a great many factors involved. In 
some instances it takes more than just ingenuity and good machinery 
because the foreigners also have those facilities and in many instances 
the facilities and « equipment have been provided by the American 
taxpayer 

Now, as to the men who work in these foreign properties, my ex- 
perience with them is that many of those foreign - miners are competent 
in comparison with men who work in the mines of this country. 

I have spent most of my life in the production end of mining and 
1 have operated mines here in the United States where we have had as 
many as a dozen or 16 different nationalities working in one of our 
mines in the United States. That is not uncommon at all in the West. 

Those men are just as efficient if they are working in Mexico 
or perhaps in northern Africa or one of the other countries if you 
give them the proper management and tools and equipment. 

The Cuarrman. As a matter of fact, aren’t we still furnishing tools 
and equipment to many of these countries through the Mutual 
Security ? 

Mr. Herres. That is the information that Ihave. In fact, as late as 
April, there was a large loan furnished by the United States Govern- 
ment, publicly ainaunded, to support production of additional lead 
in Africa. 

The Cuatrrman. Well, they appropriated $614 billion to go to for- 
eign nations for something. 


VALUE OF LEAD AND ZINC MINING INDUSTRY TO UNITED STATES 


Mr. Herres. It seems to me the substance of this discussion 
comes down to the question of whether or not in the interest of 


Rn ois Ain laa ag NADI < Al: anaetv 


il ns haa PA alle 


2 ii SOOT a 


Ih 


ee 


A A NOE i 














a 
: 
4 
a 
4 
4 
4 
‘ 


Seale mean 


SE IRI. 1: 











MATERIALS 75 





STRATEGIC AND 





STOCKPILING CRITICAL 





national security that the mining of such essential metals as lead and 
zine in this country is an industry worth saving from destruction by 
imports. 


DECLINE OF LEAD AND ZINC MINING IN THE UNITED STATES 


Lead-zine mining is carried on in 19 States of the United States 
over a wide territory that reaches from New York, New Jersey, 
and Virginia westward to Washington, Idaho, and California. The 
lead and zine industry in the Tnited States grew to be the largest in 
the world under adequate tariff protection before the beginning of 
World War II. 

Now, during the last 12 years, we have had very few intervals of 
world competition. Since 1939 when the first drastic tariff cuts were 
made under the Cordell Hull reciprocal trade policy, we have had 
abnormal conditions ; but if you will review that period, you will find 
that in 1938 and at the beginning of 1939, there was a drastic cut made 
in the tariff on zinc, in a treaty with Canada, but it was under the 
most-favored-nation clause and the consequence was that large imports 
of zine started coming in from Mexico. It wasn’t long before mines in 
this country started shutting down as well as some smelters in the 
Tri-State district. 

The Cuatrman. What was the theory of the trade agreement in that 
particular instance? Do you remember the reason for it? 

Mr. Herres. There has been a philosophy of free trade that we 
should buy our metals and minerals from friendly foreign nations 
so that they could buy some of our agricultural products which in 
many respects have adequate protection against imports. 

The Cuarrman. Well, let me ask you this: Aren’t there a good many 
other industries such as the watch industry, the precision-instrument 
industry, the crockery industry, hundreds of other industries that 
have the same trouble that you have? Wasn’t there a definite reason 
given for those trade agreements and also at the same time it was 
suggested that if it did hurt any domestic industry, that they would 
train our workers to go into some other work ? 

Mr. Herrrs. That was one of the problems laid on the doorsteps 
of those who supported the policy. They have different solutions. 

I believe that Dean Acheson, when he was Secretary of State, 
proposed that the industries that were injured should be subsidized 
and I think Paul Hoffman, as I remember when he was ECA Director 
or in Mutual Security or one of these various positions, thought that 
the industries of this country that were injured should be converted 
to some other form of endeavor; that these miners should be trained. 

I have heard the proposition recently advocated that the sugarcane 
growers in Louisiana should be trained to produce machinery so that 
they could sell the machinery to Cuba rather than compete with that 
cheap sugar from Cuba. 

Of course, this overlooked the fact that the machinery producers in 
Michigan, Ohio, and all of the other States, to say nothing of Japan, 
Germany, the United Kin dom, Italy, and so forth, are also interested 
in competing for the machinery business of Cuba, so that when you 
get down to the realities, this business of reconverting miners or sugar- 
cane growers to machinery producers is not as simple as it might 
sound in theory. 
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The Cuarrman. I am interested in your reference to Mr. Hoffman. 
He is the same Mr. Hoffman, is he not, who was in charge of the Mar- 
shall plan and ECA? 

Mr. Herres. That is the same gentleman who had charge of the 
foreign spending program. 

The CuarrmMan. His idea was to build them up in the various indus 
tries that you have named and in any industries where people were 
thrown out of work here as a result of that, they would be trained for 
other jobs ¢ 

Mr. Herres. Yes; that would be it, or else they would be thrown on 
unemployment insurance. 

Of course, when you start reconverting the mines, the farms and 
the lumber fields or woodlands of this country to other industries, you 
are taking on quite a large project. 

The Cuarrman. Was there to be any compensation paid to the 
investors for their money invested in these industries ¢ 

Mr. Herres. I didn’t hear anything other than the taxpayers. 

The Cuarrman. Isthisthe same Mr. Hoffnran who created or at least 
was head of the Committee for Economic Development a good many 
years ago, before World War II came along? 

Mr. Herres. Yes; this is the same Mr. Hoffman. More recently he 
was president of the Ford Foundation. 

The Cuairman. Do you remember the purpose of the Committee for 
Economic Development? How it came to be organized 

Mr. Herres. Well, my recollection of it was that it was all planned 
to stimulate free trade in export industries and, of course, there are 
many ways of granting subsidies. One is to give loans to foreign 
countries so that they can buy our exports, 

The Cuarrman. All right, go ahead, Mr. Herres. 

Mr. Herres. But to go back to the condition of the lead and zine 
industry, and many other industries that are now beginning to feel 
the effects of world competition. In 1939, before the war, under the 
normal or what at that time was normal world competition, the lead 
and zinc mines of this country suffered severely because of the first 
drastic cuts in tariffs and went into World War II in rather a serious 
condition. 

The Cuarrman. You mean not cutting imports? 

Mr. Herres. No; the tariffs were cut. 

The CuarrmMan, You don’t mean to cut imports; you mean they cut 
import fees? 

Mr. Herres. Perhaps | didn’t use the word I intended. 

In 1938 and 1939 the first drastic cuts in duties, the tariff, was made 
under this free trade reciprocal trade agreement policy and that 
tariff cut injured the mining industry, the lead and zine mining indus- 
try. The consequence was that in a year or so when the heavy de- 
mand came on for lead and zinc for war purposes, there was a shortage, 
a very serious shortage of zine in this country. 

It was so serious that miners were asked to be released from Army 
to work in the mines of the West to produce sufficient zine for defense 
purposes, You were short of zinc then. 

At the end of the war we had a period of pent-up demand when the 
consumer was back in the market and wanted to re soniet his shortages 
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that had developed during wartime so that we had no normal com- 
etition in world trade during all that period. 

Following that we had some rearmament but in 1949 and the early 
part of 1950 before the Korean emergency developed, we started to get 
7 hack into competitive trade conditions on a world basis and the price 
: of lead and zine dropped. That was the first real world competition 
we had since 1939. 

That was 10 years later and the reason that compet it ion developed 
then was that the countries that were injured by the war, damaged in 
their factories, buildings blown up, and so forth, were getting back into 
competition. 

We felt the effect of world competition for the first time since the 
beginning of World War II, but along came the Korean emergency 
and the country again needed metals for war and for rearmament. 
Then a serious shortage of zinc developed once more because in 1949 
and 1950, rather than purchase the lead and zine under the Stock- 
piling Act, the authorities who had chatge of stockpiling let the mines 
close down. When the crisis came, the war emergency, we were 
caught short again and we had to set up a special defense effort in 
Washington and to ask all mines in this country to expand to the limit 
of their ability in order to produce metals for the war effort. 

Now, we have had a complete turn of the wheel and we are back 
there again where we were in 1939. 

The Cuarrman. That seems to be correct. 





NEED FOR PROTECTION FOR LEAD AND ZINC INDUSTRY 


Mr. Herres. Where we are’ up against world competition ard we 
have no tariff protection, the mines are shutting down and in the 
next emergency, if one develops, we will be in just the same situation 
as we were before. We will be short of metal, there will be a great 
crisis and we will be called upon to try to get our industry back on its 
feet. 

The Cuatrrman. Let me ask you at this point: If the tariff situa- 
tion remained the same as it was prior to 1939 when the first. dangerous 
cut was brought about through the trade agreements, and the Tariff 
Commission had the authority that it always did have prior to the 
1934 Trade Agreements Act to raise or lower in accordance with 
costs, would your judgment be that we would be in the crisis we are in 
now? 

Mr. Herres. Well, in my opinion, if we had the same adequate pro- 
tection we had prior to 1939, there would be none of these crises and 
we wouldn’t have one today; but we built up the largest lead and zine 
z mining industry in the world under adequate tariff protection and now 
a that. we have the largest lead and zine mining industry in the world, 
it looks Tike we are going to see it destroyed by lack of adequate pro- 
tection. That is what is going on today. 

The CHarrman. Then you feel that there would be no difficulty 

7 about maintaining an adequate zinc and lead industry if the policy 
and principles could be maintained as originally set down by Congress 
before the 1934 Trade Agreements Act? 

Mr. Herres. That is my opinion, if Congress had exercised its au- 
thority and given us adequate protection, there would be no emergency. 
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The Cuamman. Well, section II of the Constitution of the United 
States says explicitly that Congress shall adjust the duties, excises, 
and imposts that we now call duties and import fees, and it is very 
specific that Congress, the legislative body, shall regulate foreign 
trade; but Congress did, at the insistence of a strong-minded Presi- 
dent, transfer its responsibility to the President. 

Now, what do you think ought to be done with that responsibility 
now? It runs out again, of course, at the end of 1-year extension 
which was granted this year. In June next year it expires. 

Should it be allowed to expire and go back to the Tariff Commission, 
which is an agent of Congress, or should Congress renew it and have 
some kind of a permanent policy along that line? 

Mr. Herres. I would think, Senator, that the question can be an- 
swered best by citing the resolutions adopted by the American Mining 
Congress on tariffs today as a policy for the mining industry for the 
coming year of 1954. 

That resolution is one in which the Mining Congress recommends 
that Congress exercise its authority over tariffs and that they be ad- 
ministered for the welfare of the American people, provide reason- 
able protection when needed against competition from low foreign 
wages, depreciated currency. 

I would like to place the complete set of resolutions in the record. 

The Cuarrman. That will be accepted as part of the record at this 
point. 

Mr. Herres. And also at the same time, the policy of the mining 
industry as adopted by the American Mining Congress on stockpiling. 

Inasmuch as this hearing is concerned with stockpiling, I would like 
to call your attention to the policy adopted by the American Mining 
Congress. 


RECOMMENDATIONS OF THE AMERICAN MANING CONGRESS 


We recommend a national policy of stockpiling strategic and critical 
minerals and materials on a permanent basis and the provision of 
adequate funds at all times for orderly purchases for possible emer- 
gency need. As long as the security of the free world nations is 
threatened, the stockpile must be filled. 

We approve and urge the consistent stockpiling of metals and min- 
erals essential for defense and emergency conditions. We believe 
that the most efficient and economical procedure is to stockpile at 
times like the present when output exceeds demand and it is in the 
national interest to suspend or adjust stockpiling purchases during a 
period when critical shortages of metals cause dislocations of produc- 
tion in defense and essential industries. 

We recommend that no withdrawals from stockpiles be authorized 
except in a declared emergency when national security clearly requires 
the release of particular materials. 

All metals and minerals acquired pursuant to the provisions of 
the Defense Production Act which are in excess of needs of pro 
grams under this act, should be transferred promptly to the national 
stockpile to be withdrawn only under like conditions of a declared 
emergency. 

We deplore discriminatory practices favoring foreign purchases of 
metals and minerals for stockpiling and urge that Government agenct 
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afford domestic mines at least the same price and other considerations 
and advantages as are given foreign production by our Government. 

The continued operation of prospectors and small mining concerns 
is important because the smaller operations provide a pool of special- 
ized knowledge and trained manpower available for the expansion of 
mineral production in the event of an emergency. Their activities 
are also a source of new mine discoveries of consequence. 

Further, I would like to introduce for the record a special reso- 
lution adopted by the American Mining Congress on the accessibility 
of critical materials wherein the Mining Congress commends the 
Senate of the United States for taking cognizance of the situation 
existing in the mining and metal industry in this country and com- 
mends the Senate for setting up this investigation, and the resolution 
further offers the assistance of the mining industry toward conducting 
this investigation. 

The Cuarrman. The resolution will be accepted and appear in the 
record at this point as part of your testimony. 

(Previously submitted, see p. 16.) 

Mr. Herres. I would like to call to your attention at this time a 
critical situation that has arisen. 

The President stated the importance of insuring the continuation 
of a sound and healthy lead- and zinc-mining industry in the United 
States in competition with low prices or subsidized foreign imports 
in his letter to Congressman Edmundson of Oklahoma on May 11, 
1953, when he stated : 

A strong domestic mining industry is vital to the naional security and the 
continued prosperity of our country. 

Now, the United States Bureau of Mines warned of the consequences 
to the security and economy of the United States of tariff reductions 
on lead and zinc as long ago as 1938 when the cuts in the duty were 
first proposed. 

The Director at that time, Dr. John W. Finch, in April 1938, stated : 


I should like to suggest that a reduction in the present tariff on lead and 
zine can hardly be considered in the public interest.if viewed from the stand- 
point of national defense. 

The Minerals Yearbook of 1939, Bureau of Mines, stated that if the 
zinc industry was to compete with the low level world prices and 
continue to supply national requirements, it must become adjusted 
to the lower price level. The statement went on to say that to do 
this the cost of production will have to be reduced, chiefly by lowering 
wages, by selective mining of higher grade portion of ore deposits, 
neither of which is desirable. 

Reduction of wages is contrary to present governmental policies of 
increasing purchasing power and the robbing of ore bodies is decidedly 
anticonservational and detrimental to the long-time welfare of the 
industry. 

The alternative would be a loss of part of the domestic zinc market 
to foreign producers and from the standpoint of public interest, this 
likewise woud be undesirable because it would aggravate the unem- 
ployment problem. 

Thus it will be seen that when international tensions lessen to the 
extent that competitive world trade is restored as it is now coming 
to be, we are back again to the conditions described in 1938. 
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Wars, inflation, and additional tariff reductions have only served to 
make the problems of the domestic mining industry more difficult. 

When you consider that statement made over a dozen years ago, 
you can see that we have had to turn of the wheel and we are right 
back where we started from only we are just that much worse off 
because of these tariff conditions. 

The Cuatrman. Right at that point when a mining man or a miner 
or an operator of a mine is forced through price to leave low-grade 
ores and bring out only the higher grade ores, what happens to the 
low-grade ores? Are they ever available for mining later ¢ 

Mr. Herres. Well, in many instances they are lost. forever. 

It is only human nature when a mine operator runs into rough go- 
ing, and he is trying to survive, he will do the best he can to keep on on 
a profitable basis, and the only way he can do that, under these 
low-priced conditions, is to mine out the highest grade of ore that he 
has in his mine. 

That means that he abandons the low-grade ore that surrounds 
that high-grade ore, and in a great many instances the workings cave 
after the high-grade ore has been mined out, and the low-grade ore 
is lost under the cave or under water and is not ever recovered. 

The CrHatrman. I would like to ask you as a practical mining 
man—you are an operator. Isn’t it a fact that in all mines the mine 
operator attempts to set or establish a grade of ore day by day called 
heads in some cases, that will pay, as he mines all of the ore together 
down to the lowest grade so that the heads can be maintained and 
will be a paying milling proposition? Now, would you as a mining 
operator tell us about that? 

Mr. Herres. Yes; that is the correct procedure. It is the responsi- 
bility of the mine operator to mine all of the ore that is possible under 
the existing metal prices, all of the ore that can be mined at a rea- 
sonable profit. 

An ore body is a definite thing; there is just so much ore, and some 
of it may be low grade, and some may be higher grade, but it isn’t 
like a factory or a farm that can be seplénidiie from year to year. 

When you mine your ore, and it is all mined out, you are done; so 
a good mine operator makes his mine last as long as possible by min- 
ing all the ore that is profitable under the existing market conditions. 

tt the market is such that much of his ore becomes marginal, after he 
mines a smaller tonnage which is still profitable, and the rest of it 
has to be abandoned; in case he happens to be quite well financed 
he may close his mine down and go out of business. Then he opens 
it again on a higher market. 

But many mine operators are not that well financed, and conse- 
quently they hold on as long as they can to protect their stockholders 
and mine the highest grade ore. Well, when that smaller tonnage 
is mined out, the mine is done. 

The CuarrmMan. Isn’t it a fact then that in any mine a good deal 
of the waste rock is piled back again or back in the drifts? 

Mr. Herres. Yes, sir. 

The Cuatrman. And when the low-grade or the too-low-grade ore to 
maintain the heads necessary is left, it would be so terribly expensive 
to get that low grade out again, that you never would go in there. It 
is gone forever as far as any possible consumption is concerned ? 
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Herres. Yes. That is right, or it may be caved in. The rooms 
ire ounce and the timbers are allowed to decay ; then the work- 
ngs cave, and that drift or part of the mine is lost and would be too 
expensive to ever reopen. 

r he CHarrRMAN. But even if the timber remained adequate and the 

» remained open, the low-grade ore which was too low grade to mix 

‘th the higher grade and make the necessary heads or the assay 

essary for a profit, the price would have to be so much higher 
that it is very nkibely that you would ever go back in there to get it? 

Mr. Herres. Yes, that is right, that is the point too that has to be 
considered. Sometimes by mining all of the ore, both the high grade 
and the low grade, you can have a profitable operation on a reasonable 
market, but after you have taken the high grade out on a low market, 
then to go back and take out this lower grade ore on a reasonable mar- 
ket, would be impossible because you couldn’t sweeten it up with the 
better grade ore, 

The Cuarrman. Then under the State Department policy and what 
has happened under these trade agreements is, that much of the domes- 
tic ore that might have been made available under proper conditions 
with an adequate tariff, was lost to the market in the United States? 
Wouldn’t that be true? 

Mr. Herres. That is correct. I might say in that connection that 
State Department officials have contended that when a sufficient num- 
ber of American mines have been wiped out that prices will eventually 
come back to 1514 cents per pound for lead and zinc because of de- 
creasing supplies. 

But by that time many of the striving mining communities will be 
ghost towns, many of the families will have lost their homes and many 
of them want to know if that is good American policy. 

Then some of them also are going to see that large corporations 
are able to move to these foreign fields and receive Government assist- 
ance in their efforts to produce profitably when metal prices drop 
too low to permit profitable operation in this country under our wages 
and living standards. 

But where does that leave the workers and their families and the 
smaller independent companies, their stockholders, and the various 
mining districts of the West and the East ? 

Some of these smaller mines are passing into the hands of the 
larger companies that are able to hold on at a loss until foreign im- 
ports have virtually eliminated competition by pricing much of the 
domestic mining industry into bankruptcy. 

That is no criticism of the larger corporations; it just happens that 
they are favorably situated and have the financing to hold on, but is it 
the povernmental policy now to liquidate small business in this coun- 
try? That is the question. 

The CHarrman. Well, you wouldn’t blame the large companies for 
following a policy from which they could make a profit? It would 
seem to me that the blame lies in Congress 

Mr. Herres. Well, certainly. 

The Cuamman. For their failure to protect domestic producers. 

Mr. Herres. Well, certainly, the business of a mining company is to 
operate profitably; it is their responsibility to their stockholders 
whether it is a large company or a small company, but it is the respon- 
39888—54—pt. 10 —7 
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sibility of the Government of the United States and of the Congress 
of the United States to set a policy that is favorable to the American 
people and the American worker. 

The CuairmMan. That is the reason you think it is necessary, and it 
is necessary for the Congress to take back its responsibility, its con- 
stitutional responsibility to regulate duties, imposts, and excises—— 

Mr. Herres. It certainly is. 

The Cuarmman. And regulate foreign trade? 

Mr. Herres. It is the responsibility of Congress to help solve this 
problem and set a policy that will help solve it. 

The Cuarrman. Well, let me ask you another question, Mr. Herres: 
Is there any reason why, except in the case of war, you would ever need 
any domestic zinc and lead production if you proceeded in the develop- 
ment of foreign nations like South Africa and other places? Why 
couldn’t we get our entire supply from there and never operate our 
mines at all except in the case of national emergency ? 

Mr. Herres. Well, the answer to that is that we have by far the 
largest lead and zine mining industry in the world in this country 
and that has protected the people of the United States and the country, 
the Nation, against shortages and against high prices. 

It has given them adequate supplies of metal at reasonable prices, 
both for industry and defense. If we abandon our mining industry 
and destroy the largest industry in the world, we will be at the mercy 
of foreign governments, many of them with different philosophies 
from our own, some of them socialist controlled and regulated in 
various ways. ] 

Our experience has been that when we have been at the mercy of for- i a 
eign speieiden, the American consumer and the American taxpayer 
pay a pretty high price for what we get. 

The Cuatrman. In other words, the price would be raised on the 
basis of ability to pay if the only source of these materials were from 
foreign nations, in your opinion ? 

Mr. Herres. That is what our experience indicated over a great 
many years. 

The Cuarrman. Let me ask you this question again. It is being 
asked in the East, the Northeastern portion of our country: Why 
should he pay higher prices when foreign nations that are friendly 
to us can produce at lower prices? Why should the consumer pay 
higher prices? Is there any reason why you have to have a domestic 


mining industry other than the fact that it helps to support our eco- 4 
nomic structure, our wage-living standard, and is a backlog assurance Fe: 
for our national defense ; is there any other reason ¢ ie 

Mr. Herres. Well, there are several reasons. Of course, we have a i 


great many workers in this country and we have to provide employ- 
ment. If we destroy our industries, not only directly but indirectly, 
there will be a good deal of unemployment caused, not only in the mines 
but in railroads and service industries, transportation, and further 
than that, just look what happened in 1950 and 1951 when we were 
short of lead and zine. 

We didn’t destroy our industry completely, we just crippled it, but 
what appene to the world prices on lead and zinc? The price went 
up around 30 cents and it went higher than that but we had a controlled 
price of 17 cents most of the time and finally for a few months it went 
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ip to 194% cents per pound on zinc, but that is a very good indication 
of what would have happened if we had completely destroyed our 
mining industry. 

~N — sae . x. ee 
The CuamMan. In other words, we would have been paying 30 cents 
om there on 


CAN FULFILL DOMESTIC REQUIREMENTS WITH AID FROM CANADA AND 
MEXICO 


Mr. Herres. We wouldn’t probably have been paying 30 cents, we 

probably would have been paying 50 cents or something like that. 
' The Cuamman. Coming back to the basic question, the argument 
; that we must allow our allies produce what they can best produce 
and the plan as announced by State Department officials and others is 
that there is no reason for paying higher prices in this country when 
you can get it from foreign nations. 
' Now, as far as production and supply are concerned, the supply is 
vailable from foreign nations entirely and we wouldn’t need a lead 
and zine industry here at all, would we’ Except in the case of national 
emergency ¢ 

Mr. Herres. As a matter of fact, in the case of a national emer- 
gency we could probably, with Canada and Mexico, produce all the 
ead and zine we would need because we have a nucleus of that in this 
country. We can produce 75 percent of our needs under any reason- 
able condition. 

Possibly if we ever get back to where we do not have to have tre- 
mendous tonnages of metal for war purposes and rearmament, we are 
not going to need the tonnages of lead and zine that we have needed 
over the last 10 or 12 years. 

But there are 2 or 3 things that should be considered there. This 
country produces a substantial percentage of the entire world produc- 
tion of lead and zine and if our industry is destroyed, there isn’t going 
to be enough lead and zine produced to supply the world in a few 
years and then where will we be? 

Now, the mining industry doesn’t go along with the Paley report in 
many respects but it is interesting to look at the Paley report from 
time to time for the sake of the statistics and the view that the Paley 
Commission takes on the future. 

They attempted to predict or estimate what the requirements of 
lead and zine may be in the year 1975, 25 years from the time they 
made their report. Well, if you take a look at those figures, there is 
going to be needed a tremendous expansion of lead and zine in the 
world. We only have to maintain our tonnage for the next 25 years 
at about the same or increased levels in spite of the fact that they say 
we are already “a have-not” country, but the world has to more than 
double its production of lead and zinc. If you are going to destroy 
the lead and zine mining industry in the United States, where is all 
(hat lead and zine going to come from / 

The Cuateman. My question went back to the policy of the State 
Department. The State Department made the trade agreement simply 
because they thought that would allow the foreign nations to sell in 
os market and help support those nations and raise their standard of 
iving. 
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Now, if it developed that you could get all the necessary lead and 
zinc from foreign nations under proper development programs, what 
is the matter with that theory, other than the necessities of national 
defense in this country if such sources were cut off and other than 
holding our economic structure together and the communities where 
you have developed this material ? 

Mr. Herres. Well, of course, the idea of the State Department is 
that we should buy our metals and minerals from friendly foreign 
nations so that they would have the money to buy our wheat and 
cotton. 

The Cuatrman. And our manufactured products? 

Mr. Herres. And tobacco and all the rest of it. But the State 
Department overlooks the fact that these other nations are also build 
ing up their production of wheat and cotton and cattle and dairy 
products and how are we going to export dairy products to nations 
where they already have a surplus and with their lower wages and 
living standards can sell in the world market cheaper than we do! 

The CuHarrman. We are building up this production through mu 
tual security and other agencies 

Mr. Herres. Yes, we are building it up but we still are going to have 
to compete with some pretty low prices when we attempt to sell 
and when subsidies and foreign loans and gifts are removed, it isn’t 
going to be so easy to compete with some of these other nations that 
have been set up in business with our money. 

The Cuamman. Do you have any personal knowledge where the 
ECA, the Mutual Security or the Marshall plan or even the Export- 
Import Bank have furnished money to our own companies in the 
United States to go abroad and build up a production of lead and 
zine or any other metal, for that matter ? 

Mr. Herres. Well, there are a number of cases of public record. 
The Export-Import Bank furnished large sums of money to expand 
the expansion of zinc in Peru; there was money furnished to expand 
companies in Mexico to expand production of lead, and Mr. Fletcher 
gave testimony about money being furnished to some French com- 
pany in Africa. 

It is a matter of record that large sums of money have been ad- 
vanced by the Government to expand production in copper by com- 
panies with American connections, expanding the production in 
Africa of copper. There are many instances of that kind. 

The CHairMAN. How about this Algerian lead? Where the DMPA 
advanced money for production ? 

Mr. Herres. Well, the last instance that I had notice of came at a 
rather unfortunate time when mines in this country were being closed 
down by a flood of imports. That was on April 17, 1953. 

It was reported from Paris that the United States Defense Minerals 
Procurment Agency was about to advance up to $685,000 for the 
development of Algerian production. The agency has signed a con- 
tract with the French-owned company in Constantine, Algeria, which 
will pay the advance by deliveries of lead. The French and United 
States Governments have agreed to the contract. 

On the same day it was reported from Brussels, Belgium, that ex- 
ports of nonferrous metals have declined alarmingly due in the main 
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to import restrictions imposed by France, traditionally one of the 
principal outlets. 

~ Now, perhaps if some of the states in Europe would remove some 

of their restrictions and trade with each other, we wouldn’t have so 
uch of a problem with this “trade, not aid” program. 

I would like to call your attention to the fact that this was what the 
Ways and Means Committee recommended to Congress with respect 
to lead and zine after they had heard all sides of the question: The 
lead and zine provisions of the Simpson bill contained in section 11, 
recognize the need to maintain a sound and active lead and zine in- 
dustry within the United States in order to supply the industrial and 
lefense needs of this country. Dependence upon foreign sources of 
these metals is costly in the long run and dangerous to the national 
security . 

The domestic mining industry has experienced serious curtailment 
due to dumping of lead and zine by low-wage foreign countries on 
the American market. 

For example, one of the foreign sources of lead and zine imports 
is Africa where the average wage of a worker is 4 pounds, that is 
$11.20 a month, plus room and board. 

The comparable figures for an American mine worker as compiled 
by the United States Department of Labor, show that our lead and 
zinc miners earn approximately $362 per month. 

Moreover, domestic miners have suffered from the adverse effect 
of foreign currency devaluations and monopolistic practices of foreign 
governments in the purchase and sale of these metals. 

In order to correct the situation, the bill provides for sliding scale 
stabilization import taxes on lead and zine. 

I will not read the details of the tax but I will present this for the 
record, 

But the recommendations of the Ways and Means Committee go 
on to say: Our domestic mine production cannot be stopped or started 
at will. The last 12 years have seen apparent shortages and emergency 
demands for maximum metal production alternating with a surplus 
of metal resulting from dumping of foreign metals in our mar- 
ket. This has resulted in many temporary and some permanent 
mine closures. 

Each such cycle has resulted in higher costs, lower profits, loss of 
both immediate and future potential production, and discouraging 
further investment in mining. 

The absence of any volume limitation on imports of lead and zine 
means that there will be no restriction of opportunity for foreign 
metals to find a market in this country to the extent that domestic 
mines cannot take care of the demand. For the consumer, the lead 
and zine provisions of the bill will mean protection against shortages 
and high foreign prices in times of emergency, as well as relief from 
the market instability problems encountered in recent years. 

This is House of Representatives Report No. 777, the Report of the 
Ways and Means Committee on H. R. 5894. I will offer that for the 
record. 

The Cuatrman. That will appear in the record at this point as part 
of your testimony. 
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(The information referred to was filed with the subcommittee. ) 

Mr. Herres. If you will pardon me, I would also like to offer for 
the record at this time, Senator, a report on current conditions of the 
lead and zine mining industry of the United States by the Select Com- 
mittee on Small Business of the House of Representatives, pursuant 
to House Resolution 22, a resolution creating a select committee to 
conduct a study and investigation of the problems of small business, 
This is House Report No. 688 and it points out the critical and deplor 
able condition of the lead and zinc mining industry as a result of for 
eign imports. 

The Cavaiiinadie. This report will be accepted in the record at this 
point and will be marked as “Exhibit No. 1.” 

(Whereupon, the document above referred to was marked as “Ex 
hibit No. 1” for identification and is filed with the subcommittee. 

Mr. tidieias I should like to also offer for the record the petition 
of the lead and zinc industry for escape clause relief that was pre 
sented to the United States Tariff Commission under date of Se ipeen 
ber 3, 1953, by the national lead and zinc committee on behalf of the 
lead and zine mining industry of the United States. 

This condition has gotten so bad that we have been forced to ask for 
escape clause relief from some of the tariff concessions that have been 
made and we are asking the Tariff Commission to recommend to the 
President that some of these concessions to the friendly foreign na- 
tions be rescinded for the protection of domestic industries. 

The Cuarrman. It will be marked as “Exhibit No. 2” of Mr. Herres’ 
testimony. 

(Whereupon, the document above referred to was marked for identi 
fication as “Exhibit No. 2,” and filed with the subcommittee. ) 

Mr. Herres. It is also suggested that we call your attention to the 
fact that if you want to develop an area in the country up to self- 
dependence, a good way to do it 1s to put money into the ‘development 
of its mineral resources, because money that is expended for the pro- 
duction of metal and minerals, goes into general circulation and pro 
vides payrolls and the basis for many other industries. 

We have had a good many examples of that in the West where 
mining communities such as many we might mention—Butte, for 
instance, or the Coeur d’Alene come into existence and all of the sur- 
rounding country prospers as a result of service to that industry and 
the new wealth that comes out of the ground. 

The Cuarrman. But aren’t you aware, Mr. Herres, that the policy 
for probably a couple of dee: ades has been to build up the living stand 
ards of other nations and now that we have accepted the Atlantic Pact, 
there are 12 nations that must exist and the wegen is now made 
that each should be allowed to produce what they can produce at a 
cheaper price for the customers in the United States, 

What is your answer to that? 

Mr. Herres. Well, I understand that is the policy in some quarters 
and I also understand that the effect of it will be a leveling out or a res- 
toration of what you might call international equilibrium. 

The Cuarmrman. And your living standards go down? 

Mr. Herres. Lift some underdeveloped ones up and we level off 
our own. 

The Cuarrman. To a lower level? 

Mr. Herres. Yes, to a lower level. 
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DIFFERENCE IN WAGE SCALES——-FOREIGN AND DOMESTIC 





he CuarrMan. You mean wages and—— 

Mr. Herres. Yes, wages and living standards and all the rest of it. 

[here are a great many factors involved and one of the biggest 
problems is literacy and in many of the countries we have got to cure 

morance before we can start putting everybody on the same basis. 

Phe CHamrMan. Well, would this look like a plan to you, a one- 
vorld plan, a one-world economic plan to bring the wages and living 
tandard of the American workingman down and to eliminate a 

msiderable portion of American investors ? 

Mr. Herres. Well, I can see where if this policy is carried out, that 

ll be the effect of it. 

The Cuamman. You have no doubt but what it is being carried out? 

\ir. Herres. Undoubtedly if we let other nations set our policies 
and our production and through competition, our prices and living 
standards, we are going to be lowered down to the average level of the 
rest of the world. 

There is no question of the fact that we are on a high plateau above 
the rest of the world at the present time; not entirely because we 
work harder but because we have had adequate protection for our 
industries for a good many years and we have had a form of gov- 
ernment where individual freedom made it possible for us to develop 
high wages and high living standards. 

Now, if they are going to change the policy, maybe we can level 
that on down to the average of the rest of the world. Maybe we 
will average up the freedom for the individual with some of. these 
controls that the other countries have. That seems to be the idea in 
some circles; it is not the idea of the mining industry. 

















EFFECT OF 1934 TRADE AGREEMENTS UPON MINING INDUSTRY 





The CHarrMan. You are entirely familiar I am sure, with the 1934 
Trade Agreements Act under which all this has come to pass? Are 
you familiar with it 

Mr. Herres. Yes; I have followed it through the years. 

The Cratrman. That is called the Reciprocal Trade Act, which 
two words do not occur in the act. But it was an act deliberately 
passed by the Congress of the United States, transferring the responsi- 
bility of fixing the tariffs and import fees through trade ¢ agreements 
to the Executive, meaning that it has landed in the State Departme nt’s 
line of fire for 20 years. You are familiar with the fact? 

Mr. Herres. Yes; I have followed it through its development. 

The CHatrman. You are familiar with the fact that the extension 
of every 3 years and 2 years this last time because they cut the exten- 
sion in 1951 to 2 years—are you familiar with the fact that each time 
the extension has been brought up, it has been practically unanimous 
in Congress ? 

Mr. Herres. Well. yes; I followed that. I noticed this last time 
the extension was only for 1 year and it was only for the purpose of 
giving a study commission the opportunity to report back to Congress. 

In this particular instance it was a delaying action and we hope 
that when Congress reconvenes that they will give consideration to 
the changed conditions that have arisen in the world under that policy. 
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The Cuarman. Are you familiar with the reports that have be 
rendered to the President, like the Douglas report after his examin 
tion in Europe? Of course, you have described the Taylor report, 
the Bell report—they all recommend the same thing. 

Mr. Herres. Yes. 

The CHatrman. And that is extension and continuation of 
policy? 

Mr. Herres. Yes, one seems to recommend the other—the Paley 
report, the Bell report and the Resources Committee and the Douglas 
report. 

The Cuarrman. Well, if this is the decision of the Randall Com 
mittee made up of 5 Senators, five Congressmen ana seven individuals 
appointed by the President—if they recommend the continuation of 
the 1934 Trade Agreements Act, the method by which the State De- 
partment continues to make these trade deals, what do you think will 
be the effect on industry in the United States, gener: ally speaking? 
And not only the mineral industry. 

Mr. Herres. Well, my opinion is that the industries of the United 
States are going to get quite a jolt when they go up against world 
trade competition under free trade policies, and perhaps some people 
in this country will come back down to earth and get their feet on the 
ground again. I have no doubt in my own mind that Congress will 
start hearing from some of them. 

The Cuarrman. How do you explain the fact that we have had this 
for 20 years—we have had these trade agreements for 20 years and 
yet the promoters of the policy call attention to the fact that we have 
more men employed at higher wages than ever before in the history of 
the United States. What has brought about its apparent success so 
far? 

Mr. Herres. There is no question in my mind what has brought 
it about. We haven’t had a normal competitive situation in the world 
for years. 

We have had inflation which has brought about expansion of in- 
dustries for wars, rearmament, and inflation has the appearance of 
prosperity. 

As long as you are on an inflationary boom, everyone is employed, 
everyone feels prosperous and they don’t give much consideration to 
the fact that we still live in a competitive world. But maybe these 
international tensions may quiet down for a while and if they do, we 
may find we are still living in the same old world where it is still a 
matter of competition if you want to live. 

The Cuamman. If it becomes competitive again, you feel then that 
we will have to get down to business and make up our mind as to 
whether we want our wages lowered, your investments written down 
or off, or whether we want the protection due—that is, the difference 
roughly between the wage standard and living standard here and 
abroad ? 

Mr. Herres. That is the way it has always been in this country 
ever since they passed the first tariff law, back about 1785, I believe. 
Outside of war and inflation, we have had to have protection for our 
industries. 

The CHarrman. Do you agree with Mr. James Bradley—you heard 
him testify that he would like to see the foreign trade established 
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again on the basis of fair and reasonable competition with the tariff 
or the duty or whatever you want to call it, roughly making up the 
difference 
Mr. Herres. I think that that—— 

The Carman. And regulated by Congress? 

Mr. Herres. I think that should be all on a fair basis. With a 





























ie country like Canada, I see no reason why there should be any very 
high tariff barriers on either side, but as a practical proposition, I think 

y the Canadian tariff is higher than ours and I presume that if we at- 

s tempted to establish free trade with Canada, we would get more 
objections from the Canadians that we would from our own people. 

: The Cuarrman. But you have no objection to free trade—the State 

. Department's policy to prevail wherever wage standards and living 

L standards are about the same ¢ 

: Mr. Herres. I have no objection to free trade. I favor competitive 

: trade where we are all playing by the same rules. 

: The Cmamman. Mr. Herres, we appreciate very much your ap- 
pearance here before the committee. Your statement will be very 

helpful to the committee and I will say to you that if you have any 

_ further information you would like to furnish us, upon reflection, 

° i would you mail it to the committee in Washington ? 

: Mr. Herres. Thank you, I will. 

% STATEMENT OF OTTO HERRES, CHAIRMAN, NATIONAL LEAD AND 


ZINC COMMITTEE, THURSDAY, OCTOBER 22, 1953, WASHINGTON, 
D. C. 









Senator Martone. Mr. Otto Herres represents mineral producers 
mostly in the field of zine-lead, and perhaps some other metals. Mr. 
Herres, you are familiar with the objectives of the committee, and that 
is to determine the availability of the critical materials which include 
the strategic and critical minerals, materials and fuels to this Nation 
in wartime. 

You may identify yourself for the record and proceed with your 
statement. 

Mr. Herres. My name is Otto Herres. I am a mining engineer, a 
graduate of the Colorado School of Mines. I have had some 40 years 
experience in the supervision and management of coal, iron, titanium, 
and nonferrous metal mining properties. I am vice president and a 
director of Combined Metals Reduction Co., which operates mines 
and mills in Utah and Nevada, producing lead, zinc, tungsten, man- 
ganese, perlite, and small quantities of gold and some silver. 

At the time of the Korean emergency in 1950 and 1951, I was Chief 
of the Lead-Zine Branch of the Defense Minerals Administration on 
loan from my company. 



















CONDITIONS ADVERSELY AFFECTING THE LEAD-ZINC MINING INDUSTRY 






During this year I have been called upon by the mining industry to 
act as chairman of the national lead and zine committee, representing 
every lead-zinc mining district in the United States in the emergency 
caused by the dumping of excessive tonnages of foreign lead and zine 
on the markets of this country. : 
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In these uncertain times the availability of critical metals and 
minerals adequate for the expanding economy and security of the 
United States is a matter of grave concern. Experience has shown 
that it is not wise to become dependent on foreign sources of supply. 
In case of war it is dangerous. And for our growing populatior 
larger tonnages of metals will be required in the. future. These wil] 
prove much more costly if the American producer is out of business, 
We pay higher prices for imported materials when we are no longe; 
able to compete. 

It may be essential to import some metals and minerals to supple- 
ment domestic production and to fill our stockpiles for defense with 
materials in which we are deficient. But the Nation still must look 
to its own reserves for the major portion of its mineral supply. All 
of the studies and reports of materials resources policy by Presidential! 
commissions, national resources boards or foundations interested 
promoting foreign trade must come to this conclusion for one reason or 
another, but principally self-preservation for the Nation. 

National security requires a healthy mining industry with ample 
productive capacity and experienced working forces. Our protection 
is industrial strength. 

But the lessons of the war and postwar rearmament years, it seems, 
are sometimes forgotten. Discriminatory practices favoring foreign 
purchases of met tals and minerals for stoc kpiling have been reported. 
And Government agencies in some instances seem to believe that it is 
preferable to supply our needs from foreign mines at the expense of the 
domestic industry. 

Zinc is coming to our stockpile from Peru and lead from Africa. 
We are buying copper to aid Chile and tin to help Bolivia. Why not 
give some consideration to the unemployed lead-zine miners of the 
United States? Twice during the past 12 years the country has suf- 
fered from a shortage of zinc because of policies destructive to the do- 
mestic industry. 

The American taxpayer has been called upon to finance competition 
which is putting industries essential to our national security out of 
business. His money has gone toward the purchase of such metals as 
Jead and zine at high world prices by other nations, later to be released 
and depress our markets. Mines are standing idle in the United 
States and workers are unemployed because of currency devaluation 
and the socialistic methods used by foreign governments in the pur- 
chase and sale of metals. 

In some quarters it does not seem to be remembered that the proper 
function of international trade is to supplement rather than supplant 
domestic production. Particularly this is true in the case of metals 
and minerals essential to our economy and required for the safeguard- 
ing of our national security 

The Senate of the United States has taken cognizance of the situa- 
tion and accordingly has directed an investigation and study to be 
made of the accessibility of critical raw materials for the national de- 
fense. The purpose of the investigation is to recommend measures 
that will encourage and assure the availability of adequate supplies 
for the expanding needs and security of the United States. The 
mining industry commends the Senate for its action and has resolved 
to offer its assistance with the investigation. 
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At this time, Senator, I should like to call attention to the special 
esolution on the accessibility of critical materials which was passed 
inanimously by the American Mining Congress in its declaration of 
policy, adopted at Seattle, Wash., on September 22, 1953. 
~ L offer that resolution for the record. 

Senator Maton. The resolution will be accepted and appear in the 
record at this point as a part of Mr. Herres’ testimony. 

(‘The resolution is as follows :) 


SPECIAL RESOLUTION ON THE ACCESSIBILITY OF CRITICAL MATERIALS 


Whereas the Nation must look to its own reserves for the major portion of its 
mineral supply ; and 

Whereas the proper function of international trade is to supplement rather 
than supplant domestic production of the metals and minerals essential to our 
economy and the safeguarding of our national security; and 

Whereas the Senate of the United States has taken cognizance of this situa- 
tion and accordingly adopted Senate Resolution 143 which reads as follows: 

“Resolved, That the Senate Committee on Interior and Insular Affairs, or any 
duly authorized subcommittee thereof, is authorized and directed (1) to make 
a full and complete investigation and study of the accessibility of critical raw 
materials to the United States during a time of war; (2) to study and recom- 
mend methods of encouraging developments to assure the availability of supplies 
of such critical raw materials adequate for the expanding economy and the secu- 
rity of the United States; and (3) to report to the Senate at the earliest possible 
date, not later than January 31, 1954, the results of its investigation and study, 
together with its recommendations” ; and 

Whereas the Minerals, Materials, and Fuels Economic Subcommittee of the 
Senate Committee on Interior and Insular Affairs has been authorized and 
instructed to carry out the mandate of Senate Resolution 143: Now, therefore, 
be it 

Resolved, That we commend the Senate of the United States for its foresighted- 
ness in this matter and offer the subcommittee the assistance of the mining 
industry to the end that the intent of Senate Resolution 143 may be fully carried 


out. 

Mr. Herres. Government policies and practices during the two 
preceding administrations have not always been consistent with the 
Senate objective. Consider a specific example in the case of lead and 
zinc. 

Lead-zine mining is a national industry carried on in 19 States over 
a wide territory reaching from New York, New Jersey, and Virginia 
westward to Washington, Idaho, and California. Because lead and 
zinc are combined in complex ores price difficulties of either metal 
affect production of the other. 

A flood of imports has demoralized the domestic lead and zinc 
mining industry. Mines have been forced to discontinue or cutback 
production in the tristate mining district of Missouri, Kansas, and 
Oklahoma, and in Utah, Idaho, Washington, Colorado, Tennessee, 
Wisconsin, New Mexico, and elsewhere. Some mines in the Western 
States are producing lead and zinc at a loss at the expense of the silver 
values in their ores, losing on silver in order to produce lead and zine 
and maintain their properties. 

Approximately 25 percent of the production workers employed in 
the lead-zine mines of the United States lost their jobs during the year 
ended July 1, and the number is increasing fast. Recently smelters in 
Illinois have been forced to curtail prtistiiog and layoff hundreds 
of workers because of the influx of foreign zinc. 

The deplorable condition of the lead-zine industry is the result of 
foreign materials being dumped in this country in the absence of 
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adequate tariff protection for the domestic industry. And the gen- 
erosity of our State Department in furnishing assistance for low-wage 
foreign production of metals in virtually free competition with our 
mining industry is becoming the means of our destruction. Low-wage 
competition has grown more damaging because of the devaluatio: 
of foreign currencies. Aid from our taxpayers has been used to 
finance the purchase of stocks of metals under the socialistic practices 
of foreign governments only to have the stocks later released to break 
prices in the markets of the United States. 

Imports of zinc in metal and ore are coming here at a rate in excess 
of the total consumption of the United States. Foreign zinc is being 
offered in our markets at a price of 9 cents a pound which is consid- 
erably below the cost of domestic production. The lead and zinc 
industries of the United States, the largest and most important in 
the world, are being put out of business rapidly by excessive imports, 

Total imports of zinc in all forms in July amounted to 85,212 tons. 
By comparison, United States shipments in Se tenn r were 57,547 
tons for c onsumption, exports and deliveries to the Government. This 
means that enough zinc is being imported to close down every lead- 
zine mine in the country and still leave a surplus above present needs, 

Imports of lead and zine for the first 7 months of 1953 and the 
increase over 1952 were as follows: 


Percent 


1 4 


48.8 


Consider the effect of these heavy imports on domestic mine produc- 
tion. Mine output of recoverable lead in July, the latest figures avail- 
able, was 26,531 tons, the lowest since August 1948, when work stop- 
pages in Missouri reduced the overall production, and the fourth 
consecutive month of decline. 

Since this statement. was prepared, the figures for August have be- 
come available, and they are still lower. The August tonnage of mine 
production was 25,930 tons, which compares with a production in 
April 1952 of 34,496 tons. 

The July output of recoverable zine from domestic mines declined 
to 42,500 tons, the smallest monthly output since November 1949, com- 
»ared to a production of 62,663 tons in May 1952, before the flood of 
Perea zine broke the American market. 

The figures for August just available show that the production now 
from the mines has dropped to 41,000 tons. That is against an aver- 
age tonnage of 62,000 tons a month for the first half of 1952 

Imports of lead for the first 6 months of this year are at the rate 
of 645,000 tons for the year. Our present scrap supply and curtailed 
mine production indicate only a need for possibly an additional 360,000 
tons to supplement our domestic supplies, but less than 300,000 tons 
if the mines of the country are given reasonable protection against 
excessive imports. 
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In the case of zinc, imports are at the rate of approximately 800,900 
tons for the year. Our present greatly depressed mine output indi- 
cates a need for an additional 400,000 tons to supplement our domestic 
supplies, but only 240,000 tons if our mines were allowed to produce 
at the rate of the first half of 1952. 

[he tariffs on zine ores and metal have been lowered under successive 
Reciprocal Trade Agreements negotiations to six-tenths and seven- 
tenths of a cent a pound, respectively, and on lead ores and metals to 
three-quarters of a cent and 114g cents a pound. These duties afford 
no protection of consequence against low-wage imports and devalued 
currencies. 

Much more could be added in the way of statistical information 
{o show the injury suffered by the lead-zine mines and their need for 
relief from excessive imports. But it is plainly evident that when 
more than double the tonnages of lead and zine we need are imported 
and offered at prices below the cost of domestic production, the con- 
sequences can only be disaster for an industry essential to national 
defense and security. 

Of all the industrial metals in common use, iron, copper, lead, zinc, 
and aluminum, only lead and zine are below OPS ceiling prices at 
this time. The precipitous 48.7 percent drop in the price of zine from 
1914 cents to its present level of 10 cents and the 36.8 percent drop 
of lead from 19 cents to the law of 12 cents emphasizes the serious 
injury suffered by the mining industry of the United States from 
the dumping of excessive tonnages of foreign metals on the domestic 
market. 

Is it in the public interest to permit an industry which is the largest 
of its kind in the world, and which is essential to national defense and 
security, to be priced out of existence by a flood of foreign lead and 
zine Offered at less than the cost of domestic production? The Presi- 
dent has stated that a strong domestic mining industry is vital to 
national security and the continued prosperity of the country. 

The unsettlement in lead and zine prices and the subsequent destrue- 
tive consequences to the mining industry in the United States can be 
attributed to miscalculation on the part of the British Ministry of 
Materials during 1951, Large tonnages were purchased with the aid of 
funds from the United States in anticipation of serious shortages which 
did not materialize. World production increased substantially when 
stimulated by abnormally high world prices considerably above OPS 
ceiling prices in this country. Stockpiling by our Government dur- 
ing the period of heavy demand played a considerable part in causing 
an artificial shortage. 

The shortage thus created during 1950-51 was severe in its effect 
on British defense and civilian needs. 

When balance was restored to supply and demand the Ministry of 
Materials had large tonnages on order which were placed at premium 
prices. During the closing months of 1952 deliveries were heavy and 
stocks of zinc in ore and metal held by the British Ministry and con- 
sumers went up to some 210,000 tons, or approximately 10 months’ 
supply for the United Kingdom. Heavy stocks of lead and zinc were 
= hand to be disposed of at lower prices in the face of lessening world 
demand. 
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Lead selling for 19 cents a pound early in 1952 dropped to 131, 
cents, New York, and 10 cents in London because of the large British 
stocks when free trading in lead was restored in London in October 
1952, after a lapse of some 13 years. This source of market weakness 
was communicated to zinc causing the price of zinc to fall to 121% cents 
a pound, East St. Louis, on October 23, off 7 cents a pound, or nearly 
36 percent. The British restored free trading in zinc on January 2, 
1953. 

John R. Govett, chairman of Consolidated Zine Corp., Ltd., com- 
mented on the situation in his annual report published in London 
earlier this year. Consolidated Zine Corp., controls very large zinc- 
lead mines in Australia, which are among the lowest cost producers 
in the world. He said: 

So we have this situation, namely that in 1951 our respective governments 
(United Kingdom and United States of America) were clamoring for supplies 
and giving every inducement for new production, while in 1952 some of the old- 
established mines in the United States could no longer operate economically, and 
their own reserves may be lost indefinitely. 

This comment from London emphasized that bad policy has put 
the mines in the fix they are in. The fault does not lie with the lead- 
zinc industry of the United States. Constructive steps should be taken 
by Congress to remedy the situation brought about by devaluation 
of the pound and other currencies, American aid programs and over- 
stimulation of foreign production by high prices when United States 
mines were restricted by means of price control. 

Washington has been so engrossed in recent years with trying to 
save the world that problems here at home are forgotten. The State 
Department proposes to finance expanded production for all of the 
backward and undeveloped areas of the world where land and labor 
are cheap and take payment in metals, minerals and other raw mate- 
rials. When raw materials come into a country where they already 
are produced in substantial amounts and create an oversupply the effect 
can be only lower earnings or unemployment for workers engaged in 
the industries affected. The price of a commodity is determined by 
the value of the excess of supply over demand. 

The mineral policies of the State Department over the past 20 years 
have been responsible for metal shortages during 2 wars of this period 
and price instability that has been harmful to producer and consumer 
alike. No effective protection is available to the domestic mining in- 
dustry against the dumping of metals on our markets from low-wage 
countries that have devalued their currencies, and no safeguard of 
consequence has been available to the consumer against shortages in 
times of heavy demand, or excessive prices on foreign metals during 
periods of shortage. 

The records shows that for years the State Department by ill-con- 
sidered action has been committed to opening our markets to free 
competition with goods produced far below our wage levels and living 
standards. It was pointed out in 1939, before World War II, by the 
Bureau of Mines, that further reducing of tariffs would destroy the 
domestic zinc industry. But facts were disregarded for one reason 
and another and the tariffs were lowered under the Reciprocal Trade 
Agreements Act, and in consequence the industry became depressed. 
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When the war came there was a shortage of metal, and again during 
the Korean emergency the experience was repeated. 

Soldiers were returned from the Army to work in the metal mines 
of the West during World War II. Some were troops trained with 
broomsticks, or the equivalent, for lack of critical materials and equip- 
ment. Men died because the nation was not adequately prepared. 

And what has the State Department been doing during these critical 
times to protect the domestic metal production essential for national 
defense and security? ‘The State Department has been carrying on 
a program for financing expanded foreign production of metals and 
negotiating another tariff reduction under the Reciprocal Trade Agree- 
ments Act at Torquay, England, in preference to protecting domestic 
production. 

Unfortunately, the same difficulties of shortages and abnormally 
high foreign prices on the basic metals and the same hardships from 
restrictions on consumer use are likely to be suffered again when the 
next great crisis arises, unless the mies of this country are permitted 
to operate and develop the ore reserves needed for future production 
of metal essential to national defense. 

The principal factor in the decreased supply of copper, lead, and 
zine for civilian use during the year 1951 was lack of vision on the 
part of Government planners in refusing to buy metal much needed 
for the defense stockpile during 1949 and early 1950 when the mines 
were forced to curtail production and many small producers were shut- 
down entirely. As late as 1950 many of the lead-zine mines of the 
country were standing idle because metal prices were too low to cover 
the cost of operation, to say nothing of exploration for new ore reserves 
needed to maintain production. 

Today we are back to a similar situation with excessive tonnage 
of foreign lead and zinc flooding our market. State Department offli- 
cials contend that when a sufficient number of American mines have 
been wiped out prices eventually will come back to 1514 cents a pound 
for lead and zinc because of decreasing supplies. By that time many 
thriving mining communities will be deserted and many families will 
have lost their homes. Is that good American policy? 

Large corporations can protect themselves by moving to foreign 
fields and receive United States Government assistance in their efforts 
to produce profitably when metal prices drop too low to permit 
profitable operation under our wages and living standards. But 
where does that leave workers and their families and smaller inde- 
pendent companies and their stockholders? Some of these mines are 
passing into the hands of the larger companies that are able to hold 
on at a loss until foreign imports have virtually eliminated competition 
by pricing much of the domestic mining industry into bankruptcy. 
But is it now the Government policy to liquidate small business in this 
country ? 

Our first and supreme objective is to construct a peace that will save 
mankind from going further into a third world war. But another 
stake we have in the contest is the wealth, resources, and living 
standards of the United States of America. And destroying much 
of an industry essential to our national security will serve no good 
purpose toward the prevention of war. 
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The problem troubling miners from one end of the land to the other 
is how to do business on the low-w age metal prices of a war-impover- 
ished world in a high-wage country. Zine miners in New York and 
New Jersey are worried no less than the lead miners in Idaho and 
Missouri. And the problem for Congress and the Nation to decide 
is whether or not, in the interest of national security, the mining of 
such essential metals as lead and zinc is an industry worth saving from 
destruction by imports from low-wage countries. Or, are the pro- 
ducers of metals and minerals to become a sacrifice to the cause of 
“trade, not aid” and our miners forced to compete with the living 
standards and wages which prevail wherever the cheapest supply of 
raw materials can be found ? 

As recently as April 17, 1953, it was stated from Paris: 

The United States Defense Materials Procurement Agency is to advance up to 
$680,000 for the development of Algerian lead production. * * * The agency has 
signed a contract with a French-owned company in Constantine, Algeria, which 
will repay the advance by deliveries of lead. The French and United States 
Governments have agreed to the contract. 

Our Government is advancing $680,000 for the expansion of lead 
production in Africa to be delivered to this country at a time when 
mines all over the United States are being forced out of operation by 
the dumping of foreign metals on our markets. We believe in ‘ ‘trade, 
not aid” within reason, but our friends in the State Department, it 
seems, prefer both trade and aid at the expense of American miners. 

Before leaving the African mines, one more news item requires 
attention. A report from Northern Rhodesia dated October 20, 1952, 
stated : 

The African Mine Workers Union called its 23,000 members out on strike to 
support demands for a 2-shillings and 8-pence (37 cents) per shift raise. * * * 
During negotiations the union rejected a 4-pence (5 cents) per shift raise offer by 
the companies. The average pay of an African underground worker is 4 pounds 
sterling ($11.20) a month plus room and board. 

And what are the wages of American miners who are being thrown 
out of work by the low-wage imports from Africa and elsewhere / 
The latest available figures compiled by the United States Department 
of Labor show that the average earnings of our lead and zinc miners 
are $1.943 an hour, or approximately $362 a month. For production 
workers in all manufacturing industries earnings averaged $1.77 an 
hour. 

In contrast to these earnings, wage rates in some of the South 
American, Asiatic, and African countries producing lead and zinc ores 
are as low as 15 to 20 cents an hour. Our wages are two to 3 times 
British wages. Only Canadian and Australian wage scales and living 
standards approach ours but even in these countries wages are consid- 
erably lower. Currency devaluation in the sterling group of countries, 
Mexico, Belgium, and Peru, to mention a few important examples, pro- 
vides a competitive adv antage to the foreign producer in terms of ores 
and metals sold for American dollars because wages are paid in de- 
preciated money to the workers in foreign mines. 

Official and trade information compiled by the Office of Interna- 
tional Trade, United States Department of Commerce, and published 
in April 1950, report of Metals and Minerals, stated: 

While the recent low prices of lead and zinc in the United States tend to dis- 
courage United States producers, they should not critically affect the Australian 
producers * * *, 
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Moreover, devaluation will enable Australian lead to compete on even more 
favorable terms in world markets than in the recent past. 

Concerning developments in Africa the Commerce Department re- 
port states : 

Moroccan mines he ive continued to receive assistance with ECA dollars. In 
December 1949 ECA announced the signing of a contract which was designed to 
aid in the developme nt of lead and zine deposits. The American Company acting 
in the contract is affiliated with, and is acting as agent for, the Societe des Mines 
de Zellidja. Under the contract, ECA plans to advance $3,600,000 in Marshall 


plan funds for the modernization and expansion of mines owned by the Zellidja 


firm located at Boubeker, French Morocco. The ECA funds will be repaid over a 
period of 7 years in the form of supplies of lead and zinc for the United States. 
The mine is now producing 20,000 tons of lead concentrates annually, and it is 
expected that, upon completion of the mining development program, annual 
production will reach 85,000 tons and 120,000 tons of lead and zine concentrates, 
respectively. 

Since the end of World War II the Zellidja mine in French Morocco 
has been developed sufficiently to be considered among the half dozen 
most important lead-zinc mines in the world. 

Among the contracts entered into by the Defense Materials Procure- 
ment Agency for the expansion and maintenance of supply of zinc 
under the Defense Production Act as of August 31, 1952, reported to 
the House Subcommittee on Mines and Mining are listed: 

National Zine Co., Inc., concentrating in Mexico and smelting in the 
United States, a total of 20,000 tons of zine in 5 years commencing 
October 1952, at 16.5 cents per pound. 

I might call attention to the fact that the United States price on 
October 23, 1952, was 1214 cents a pound. 

Volcan Mines, Peru, smelting to be done in the United States, : 
total of 54,000 tons of zine, continge nt pure *hase commitment 13, 680 
tons, in 514 years commencing January 1953, at 17.5 cents per pound. 

At that time the United States market price for zinc was around 
12 cents a pound. 

An emergency prevails. Small independent mining companies un 
able to obtain financial support because of the depressed prices of 
zinc and lead are being forced out of existence. Some of the bette 
mines are passing into the hands of large corporations that are able to 
hold on at a loss until foreign imports have virtually eliminated 
competition by pricing much of the domestic industry into bank 
ruptey. 

The House Select Committee To Investigate the Problems of Small 
Business held hearings recently and found a grave emergency to 
prevail. 

Administration officials acknowledge the predicament of the min- 
ing industry but have offered no assistance toward a solution of the 
problem. 


MEASURES TO AID LEAD AND ZINC INDUSTRY 


A national committee representing every lead-zinc mining district 
in the United States in conference at Denver early this year c oncluded 
that constructive legislation is needed without delay for the preserva- 
tion of the lead and zine mining industry. Every lead-zine mining 
district and all people who believe it to be in the interest-of national 
defense and security to develop and maintain sources of lead and zinc 
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within the United States and to prevent the discontinuance of mine 
operations which could not be resumed readily when urgently re- 
quired, are supporting the legislative program recommended at Den- 
ver. This program conte mpl: ites an antidumping tax on imports of 
lead and zine to be removed when prices are at a reasonable level. 

The proposed tax is not a high tariff measure but a tax to prevent 
dumping foreign metals on our markets at prices which are destroy- 
ing the domestic industry. It is recognized that imports are needed 
to supplement domestic production. For this reason no taxes apply 
when the domestic market price is sufficient to permit the more efficient 
mines in this country to survive. At such levels the proposed import 
tax is removed, or becomes in effect a “vanishing tariff.’ 

The legislatures of many States have pe titioned C ongress and the 
President to support the zinc-lead antidumping proposal, including 
such States as Colorado, Utah, idaho, Nevada, and Wisconsin. 

The proposal is strongly supported by the United Steelworkers of 
America, CIO, which organization believes in reciprocal trade agree 
ments, but not in the destruction of American industry by the dump 
ing of imports. The United Mine Workers and various AFL and 
other labor organizations are supporting the measure. 

Much more can be added in support of the need for constructive 
steps to be taken by your committee to assist in retrieving the ground 
being lost by zine and lead mining in the United St: ites and on the 
importance of a healthy mining industry to the defense and security 
of our country. 

However, we know from experience that members of your com- 
mittee are well informed on the problems of mining and its place in 
the national economy. Workers and members of the industry are 
looking to you to take constructive action to help correct a situation 
which is causing so much trouble for many of our people and threatens 
the future security and well-being of the country. 

Senator, that completes my statement. 

Senator Martone. I might ask you, Mr. Herres, if the situation your 
industry finds itself in through competition from the products of the 
low-wage nations is any different from the other industries, such as 
the croc ckery industry, the machine tool industry, the petroleum in- 
dustry, the precision instrument industry, watch industry, and hun- 
dreds of other small businesses, defining small business of a size or 
nature that it is imposible for them to establish production in the 
low-wage nations, or have you considered this problem? Is it about 
the same problem. or is it different in some way? 

Mr. Herres, It is very much the same problem as faces many in- 
dustries, the textile industry, the pottery industry, the watchmakers, 
the wool growers, many agrwoutcerss industries. Just this week the 
fisheries industries of New England are having a hearing before the 
Tariff Commission for relief, with the Governor of Massachusetts and 
Senator Kennedy down supporting the application. Industries from 
one end of the United States to the other that support communities, 
and that are important to the prosperity and the well-being of the 
United States, are suffering from the free-trade policies of the State 
Department. They cannot compete with the low foreign wages and 
devalued currencies any more than the lead and zinc ‘industry can. 
There may be a few mass production industries which by reason of 
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eir great volume and high degree of mechanization are able to 
( mmpete because in their case it is not a matter of competition until 

such industries are established with American money in some of the 
foreign countries. That, of course, is going on today. 

An instance was reported just recently. where Ford automobiles 
re now being manufactured in England and offered for sale at about 
ne-half the price of the American cars. 

| might call attention, Senator, to an item in the Wall Street 

inal, Tuesday, October 20 

Senator Matone. Is that the article you just referred to me as I 
ime into the room ? 

Mr. Herres. That is the article I called to your attention this morn- 
ng as youcame in. It has the heading, ‘ ‘Ford of E ngland plans the 
lowest price car” and it reads: 

Plans for marketing the lowest price car in the world were announced by 
Ford Motor Co., Ltd. The British Ford will sell for the equivalent of $770, 
plus tax, with the British purchase tax of 50 percent included. The price will 
be $1,094. 

As I understand it, with the export market the British purchase tax 
of 60 percent does not apply, so that car I presume would be available 
for export at a price of $770. Compare that with the quoted prices 
on American Ford cars, and you see the difference between the wages 
paid in Britain, one-third of ours. 

Senator Martone. Is that the same British Ford we are using now 
in Nevada and other places? 

Mr. Herres. I think that is the same English Ford, Senator, that 
you called attention to not long ago which you observ ed being used in 
some of the military establishments around Las Vegas, Nev. Or 
perhaps this is even a cheaper one. 

Senator Matone. It is a very good car, too. 

Mr. Herres. I understand the British mechanics and workmen are 
among the best in the world. 

Senator Martone. I think I mentioned this on the Senate floor at one 
time, but I also mentioned other organizations, like the Remington 
Rand Typewriter Co., and other large organizations, and business that 
can put their branch plants behind the low-wage curtain and ship the 
stuff back in cheaper on the free-trade basis than they could manu- 
facture them here and pay the American wages. But would you 
blame the people for doing that, or would you look to a C ongress that 
makes that sort of operation profitable? I myself would not blame 
any businessman for conforming to the laws and principles established 
by Congress; would you? 

Mr. Hennes. No, sir; I agree with you on that. After all, a busi- 
nessman’s responsibility is to protect his business and to protect his 
stockholders. I see no criticism in American mining companies op- 
erating in a foreign country at the request of the United States Gov- 
ernment when they are called on to expand production. It isa matter 
of policy. It is the responsibility of beaiauns to do the best it can for 
business, whether it is large or whether it is small. 

Senator Maron. You would not blame this company that is operat- 
ing in Morocco, as an example, with several worldwide operations, 
where the Government put up most of the money, and even in some 
cases went so far as to request these companies to mine in these areas. 
The companies are not to blame, are they ? 
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Mr. Herres. I think the company should not be blamed. As a mat- 
ter of fact, the company that was called on to assist this Zellidja mine 
strongly advocates protection for the domestic mining industry. 

Senator Martone. Let me ask you, Mr. Herres, this question: You 
are talking about competition and the difference in the cost of labor 
and materials. Do you have any objection to competition of Ameri- 
can firms in the United States? 

Mr. Herres. No. It is competition in the United States that has 
brought our industries to where they are today. It has made them 
efficient and brought about improvements that are responsible for our 
high living standard and the ability to pay higher wages. It is cartels 
and restrictions of development and lack of competition that slows 
up business and makes it inefficient. 

Senator Martone. I am trying to establish for the record just what 
you suggest. You suggest that the lowering of the tariff has brought 
about this condition. Do you have in mind under the 1945 Trade 
Agreements Act that transferred the constitutional responsibility to 
adjust the duties, imposts, and excises, commonly called tariffs and 
import fees, to the Executive, which landed in the State Department! 

Mr. Herres. I feel that the Congress should exercise its constitu- 
tional responsibilities over the tariff and provide relief and protection 
for American industry where it is needed. 

Senator Martone. To exercise that authority, what would they have 
to do? It would not take any additional legislation, would it? It 
is just a question of not extending the 1934 Trade Agreements Act. 

Mr. Herres. I believe that is correct. The tariff reductions have 
been carried on under the Reciprocal Trade Agreements Act, and that 


act expires in June of 1954. It was extended for 1 year for study 
purposes by the last Congress. 

Senator Matone. Several organizations have sent in this statement 
which I hand you. I will ask you if you agree with it. Will you 
read it, please ? 

Mr. Herres (reading) : 


The promotion of world trade should be on the basis of fair and reasonable 
competition, and must be done within the principle long maintained that foreign 
products of underpaid foreign labor shall not be admitted to the country on 
terms which endanger the living standards of the American workmen or the 
American farmer or threaten serious injury to a domestic industry. 


The statement reads further: 


Resolved, That the United States Congress is urged to resume its constitutional! 
responsibility of regulating foreign commerce through the adjustment of duties, 
imposts, and excises through its agent, the Tariff Commission, and allow the 
1934 Trade Agreements Act, the so-called Reciprocal Trade Agreements Act, 
which transferred such responsibility to the President, to expire in June of 1954. 

That resolution is quite similar to the one which was passed by the 
mining industry on tariffs in September 1953. 

Senator Martone. I might say before you proceed further the 
Daughters of the American Revolution sent in this resolution just 
read and several organizations have sent in similar resolutions. 

Mr. Herres. Certainly the intent of that resolution is one that 
could be well supported by the Daughters of the American Revolution 
and other American organizations. 
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fhe mining industry for its policy for the coming year adopted 
resolutions which read as follows: 

We recommend therefore that Congress exercise its authority over tariffs to be 

iministered for the welfare of the American people and provide reasonable 
protection when needed against competition from low foreign wages and depre 
-jated currencies. We endorse the principle of a flexible tariff to safeguard 

iinst the dumping of imports such as has caused unemployment and heavy 

nancial losses in the domestic lead and zine mining industry during the past 
We believe that such a tariff will serve to provide greater market stability 

| thus protect both consumers and producers from the hazards of alternating 

riods of shortages and oversupply. We oppose intergovernmental commodity 
vreements that call for control over industry, or involve internationai regula 

n of production, distribution, and prices. National security requires a healthy 

nestic mining industry with ample productive capacity and experienced work- 

forees. Our greatest protection is industrial strength. We recommend 
iintenance of the fullest possible eapacity for the production of strategic and 
itieal metals and minerals within the United States. 

Senator Mantonr. You referred, Mr. Herres, to the constitutional 

responsibility. Do you have reference to article I, section 8, of the 
Constitution, where it says that Congress shall have the power to lay 
ind collect duties, imposts, and excises, and further along in section 
s, to regulate commerce with foreign nations? 

Mr. Herres. That iscorrect. When administrative agencies under- 
take to carry out those responsibilities, the industries of this country 
have no other recourse except to look to Congress for relief. 

Senator MAtone. As a matter of fact, for 21 years, according to the 
1934 Trade Agreements Act, that has been referred to as reciprocal 
trade, the Congress has abdicated its authority to regulate foreign 
commerce through the regulation and adjustment of duties, imposts, 
and excises, hi ave they not? 

Mr. Herres. Certainly those responsibilities and the authority seem 
to have been he over by the State Department. 

Senator Matong. Through congressional action. 

Mr. Herres. Yes, and through some acts that are not too clear as 
being congressional. Tor instance, this attempt to operate under an 
nternational charter. There have been several attempts made in that 
direction at Geneva and Havana, and Congress has never sanctioned 
that. 

Senator Matone. You heard the testimony yesterday of Congress- 
man Martin of Iowa, did you not? 

Mr. Herres. Yes, sir. 

Senator Matone. Do you agree in general with his testimony in 
connecting the Geneva provisions of the International Trade Organ- 
zation, now the International Materials Conference, and the inter- 
national conferences they are still having? 

Mr. Herres. There is one on at the present time of 33 nations. 

Senator Matone. Yes. For setting up controls and cartels for the 
minerals and materials. 

Mr. Herres. Yes, I agree in general with what I heard the Con- 
gressman testify. The observation of the mining industry is some- 
what similar to ‘Congressm: an Martin’s observation. 

Senator MALONE. oW hat you are saying is that you want to rees- 
stablish competition in the United States of America and to have 
some medium that would equalize the low-cost labor nations’ produc- 
tion with your wage standard of living here? 


Mr. Herres. Yes. 
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Senator Matone. So you would not need to worry about outside 
competition on an economic basis of the labor that you describe as be 
ing $11.20 a month, and many of these operations financed by Ameri- 

can taxpayers. You think there should be some medium according 
to your statement that would equalize that difference i A precection 
cost due to the lower cost labor and the lack of other taxes and ex 
penses as against American production ¢ 

Mr. Herres. Yes, I think that is correct. We should have pro 
tection. When they all get on the same living standard and wage 
scales we have, then we can have free trade, and we would welcome it 

Senator Matone. Under the flexible basis that the Tariff Commis. 
sion now operates—that is, when they operate, they have no standing 
now at all, but if it reverted to the Tariff Commission as an agent of 
Congress—if the Congress did not extend the 1934 Trade Agree 
ments Act in June 1954, then it simply reverts to the Tariff Commis 
sion, an agent of Congress, the duties, imposts, and excises to be ad- 
justed on a flexible basis, and would not that automatically occur 
under the present law ¢ 

Mr. Herres. If it were left to an independent agency like the Tariff 
Commission which finds on the facts, the troubles could be corrected. 
But under the present law, the Tariff Commission is limited. The 
Tariff Commission is limited by the Reciprocal Trade Agreements Act, 
and the escape-clause action. 

Senator Matonr. When you refer to the Reciprocal Trade Agree 
ments Act, you refer to the 1934 Trade Agreements Act ? 

Mr. Herrrs. Yes; as amended and extended from time to time by 
Congress, but it has its limitations at the present time on the amount 
of relief that the Tariff Commission can give to protect any industry. 

Senator Matonr. The power, then, given the Executive was not on 
a matter of prince iple at all. It was on a matter of latitude given the 
Executive, meaning of course the State Department, the way it has 
been done, to make any agreement to lower tariffs that they care 
to with any nation and then under the most-favored-nation clause 
that advantage was available to all other nations. They consider 
factors there of developing backward nations, as they refer to them, 
and in increasing production in these low-cost areas, or backward 
areas—colonial slave nations, and other areas—so there was another 
factor introduced there, was there not, in determining what the pro- 
tection to the American labor over the sweatshop labor of Europe and 

Asia should be? Was there not another factor entirely injected int« 
the computations in the matter of whether this production should tak 
place ? 

Mr. Herres. In the ECA days it was limited to the eastern part of 
the world. 

Senator Martone. No; I am talking about the State Department’s 
authority to make these agreements to lower tariffs. They could 

consider factors that Congress had never considered ; could they not’ 

Mr. Herres. Yes; and they consider a great many factors of policy. 

Senator Matonr. Political situations in various countries. 

Mr. Herres. Yes; which seem to have more weight than economic 
factors with the State Department. 

Senator Matonr. Is not the statement often made that every nation 
should produce what it can best produce, and the cheapest ? 
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Mr. Herres. That is just common sense. 

Senator Martone. They are doing that, and they have made these 
trades. ‘Theoretically the consumers of the United States would 
benefit through that low-cost labor. 

Mr. Herres. Yes; within reason, of course. If we carried out these 
political ideas anc had free trade and put the people of the United 
States against the competition of all the world, very few industries in 
this country could compete. The agricultural industry, if you want 
to call it an industry, would be out of business very quickly. They 
cannot compete with the Argentine wool and sheep. They cannot 
compete with the Aust — wool and sheep, Argentine cattle, cotton 

iat might be raised in Brazil and Egypt. I noticed recently where 
the textile industry in the United States has dropped down from first 
place to perhaps third or fourth and some of these other countries 
have gone ahead of them. They can raise wheat in Canada on the 
Great Plains there cheaper than we can in this country. They can 
produce dairy products in Denmark and some of the dairy countries, 
with their lower wages, much cheaper than the dairying industry in 
Wisconsin, let us say. You can go through the list both in agriculture 
and in manufacturing. Outside of 1 or 2 of the big mass- produci ing 
industries, you find the same thing. Even with steel, our steel industry 
is very efficient in this country, and yet there can be undersold, and 
in some instances they will be. There will be more of that in the 
next year if these international tensions lessen. We will be up against 
world competition in a big way. 

Senator MaALone. Now. Mr. Herres, there are some things that 
occur to the chairman of this committee listening to various witnesses 


from different areas, and some that we have not heard officially, but 
have investigated unofficially. For example, the textile industry has 
an association that met not long ago, and they need additional tariff 
protection. It has been continually lowered, and I do not doubt that 
they need it. But they also passed a resolution to continue the free 
trade on wool, because they use wool in their industry. 

Mr. Herres. There are ae who believe in free trade in what 


they buy and a high tariff on what they sell. 

Senator Martone. I recall very vividly having a debate on the 
Senate floor. The brass production people—a fine company, well run 
and well advertised—they have a tariff on brass products from 16 to 
(0 percent, from the small to the larger materials they manufacture, 
and they must have it, I fully believe, to sts ay in business. But they 
advocate free trade on copper. Copper is about 75 percent of the 
raw material that goes into brass. 

I understand your problem, or I think I do. What type of reason- 
ing brings this difference of opinion about that probably is in a large 
measure responsible for the continuation of the policy ? 

Mr. Herres. Of course, the brass manufacturer has his problems 
as well as the producer of raw materials. The brass manufacturer is 
up against competition from foreign imports. With the free-trade 
policies that are talked about so much these days, he fears a lowering 
of the tariff on brass which will injure him. If he has to compete 
with the imports, he wants cheap raw materials to a certain extent. 

Senator Matone. There already is a tariff on brass and it has been 
maintained from 16 to 60 percent. 
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Mr. Herres. It has been maintained, but he still needs that tariff 
protection against imports, but he has not been consistent in not re 
ognizing that other industries might be in the same position as he. 
But he also has another problem that he is beginning to recognize in 
the last year or so. That is that he has been hurt by shortages of 
metals. Take zinc, for example. The price of zinc now at 10 cents 

pound is below the cost of the domestic production. A couple of 
years ago the ceiling price set by OPS was 1714 or 1914 cents, but 
world prices at that time, because of the shortage, got up as high as 
the thirties—32 cents a pound. The consumer, meaning the larger 
manufacturer, needs stability in prices in order to operate his business 
just the same as the producer does. The producer of metals, the 
miner, cannot go ahead with a mine development program looking 3 
or 4 or 5 years ahead on the basis of low metal prices. He has no 
incentive, and he cannot afford to make the investment. But the 
same thing applies to the consumer. One of the biggest users of zinc 
is the diecasting industry. They furnish some 300,000 tons a year of 
diecasting parts to different big industries, like the automobile inaiee 
try. The suppliers of diecastings have to figure their contracts for 
some jnonths ahead. If a diecaster has a price of 10 cents today and 
maybe 6 months from now, because of American mines shutting down, 
he becomes de pendent on foreign supplies and the foreign price goes 
up, he may have a price of his zine that is 50 percent higher. Then 
he is in trouble in making deliveries. 

So it is to the interest both of the manufacturer and of the producer 
to have some stability in the metal pricing. The only way we can 
have some stability is to have some assurance that the domestic mining 
industry is going to have protection against low-wage imports; that 
they are not going to be put out of business when there is an over- 
supply in the world, and then called on to spend a lot of money for 
expanding when there is a shortage such as there was a couple of 
years ago. 

Senator Martone. The testimony in this week’s stockpile hearings 
showed that in no instance, that was brought to my attention, were 
contracts to be performed in the low-wage countries any lower and 
in most cases the price range was higher than the domestic contract 
price. So it was not evident that the consumer was benefiting very 
much. 

Mr. Herres. I think that is correct. I do not know of any instance 
where a contract was made for foreign materials for the stockpile 
at a price lower than the prevailing domestic price at the time. I 
cited several instances where the price was considerably higher for 
deliveries to be made over a term of years. 

Senator Martone. Mr. Herres, you are for a principle laid down 
by Congress, according to your testimony, to take back the constitu- 
tional responsibility to set the duties, imposts, and excises, commonly 
referred to as tariffs and import fees, and to do this on some kind of 
a flexible basis that you might call fair and reasonable competition 

Mr. Herres. Yes; that is right. 

Senator Martone. You are not for this protection in your own 
industry and against it in another industry ? 

Mr. Herres. No. We believe that all of the American industries 
should have fair and reasonable protection. 
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Senator Martone. Thank you, Mr. Herres. We certainly appreci- 
te your appearance before the committee. I hope that you will hold 
vourself in readiness to furnish any material from your industry that 
the committee may request. 

Mr. Herres. I wil! be glad to; yes, sir. 

Senator Matone. ‘Thank you. 

Mr. Herres. Thank you, sir. 

The CuHarMan. Mr. Horace Albright is here, and I think, Mr. Al- 
bright, you have a statement to make. You are in potash and other 
nterests. If you would be as brief as you can as it is getting a little 
bit late, but we don’t want to inconvenience you. 

Now, for the record, Mr. Albright, will you identify yourself ? 


STATEMENT OF HORACE M, ALBRIGHT, PRESIDENT OF UNITED 
STATES POTASH CO., AND A. NORMAN INTO, VICE PRESIDENT, 
INTERNATIONAL MINERALS AND CHEMICALS CORP., SEPTEM- 
BER 22, 1953, SEATTLE, WASH. 


Mr. Atsriegut. My name is Horace M. Albright, president of United 
States Potash Co. Our offices are in New York, 30 Rockefeller Plaza, 
and our mines are near Carlsbad, N. Mex. 

I might say also, Senator, that with me this afternoon is Mr. A. 
Norman Into, vice president of the International Minerals and Chem- 
icals Co., Chicago, also another producer of potash in Carlsbad, We 
thought possibly we might fill in with each other to save time. 

Our industry is a new one, really since 1930. 

The CHatrrman. You are also, as I note here, a director of the 
American Mining Congress ¢ 

Mr. Ausricutr. Yes, sir, I am a director of the American Mining 
Congress, but I am not representing that organization here. 

The CuarrMan. Let that appear in the record. All right, go ahead, 
Mr. Albright. 


BACKGROUND OF POTASIL INDUSTRY 


Mr. Atsricur. Our industry, as I say, is a new one. It only 
attained size with the beginning of the Second World War. 

Potash, as we know it, is usually potassium chloride, although it 
does cover other compounds. Potassium chloride is the principal 
production in this country, and is the basic material for nearly all 
potassium chemicals. 

The bulk of potassium production goes into the making of mineral 
fertilizers, therefore, it is extremely important to agriculture. 
There are certain crops that cannot be grown without potash. 

There is no substitute for potash. It is an element and is absolutely 
essential to agriculture. It is also absolutely essential in the chemical 
industry. Approximately 90 percent of the production of potash 
goes into fertilizer, perhaps a little more than that, and the rest 
of it goes into the chemical industry. 

Now, prior to World War I, Germany had a complete monopoly on 
potash in the world. We had almost no production here. They were 
trying to produce it at Searles Lake, Calif., just over the line from 
Nevada and near Death Valley. In the course of the war, upwards 
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of $50 million were expended trying to develop a potash industry. 

The Cuamman. This was during ‘the war—— 

Mr. Avericut. This was in World War I. One hundred twenty 
eight plants were developed, costing upward of $50 million. The 
only one that survived when the war was over and the foreign impor- 
tations came back, was that of the American Potash & Chemical 
Corp. in California. They had a rather substantial production and 
they had other chemicals that they took out of the lake that made 
that an enterprise that survived. All the other plants throughout 
the country all went out with the coming back of foreign potash. 

Now, with the Treaty of Versailles, Alsace was turned back or be 
came again a French territory, as it had been prior to 1871. Well, 
there was some potash development in Alsace so that after the war, 
France became a producer. 

Shortly after France got into the business through obtaining the 
Alsatian mines, potash was found in Spain, and several companies 
began operat ions here. 

In this country our authorities determined never again to be caught 
without potash. Our Government had the Geological Survey conduct 
extensive studies all over this country, and in the Pearly twenties, Con- 
gress appropriated a half a million dollars to e xplore for potash. 





IMPORTANT POTASH DISCOVERIES 


While those explorations were going on, the Snowdon-McSweeney 
oil people, an independent oil group, found potash near Carlsbad, 
\N. Mex.—found the very same type of potash that Germany had. 
It was in a Permian Basin or on the edge of that great salt body 
that stretches all the way from the Pecos River in New Mexico, clear 
up into Kansas. There is a 70,000-square-mile area of salt there, 
under the Panhandle of Texas and Oklahoma. Our potash was 
found over on the western side, some 20 miles east of Carlsbad, 
N. Mex. 

That oil company organized the United States Potash Co., which 
is my company. We were the first to produce mineral potash in 
this country. Our mines opened in January 1931, and our refinery 
WAS ( -ompleted i in September 1932. 

During the thirties another company developed, the Potash Co. of 
America. The President of P. C. A. could not come up here with us 
as he is on the program of the American Mining Congress this 
afternoon. 

The Cuarrman. What is his name, please? 

Mr. Auerient. Mr. G. F. Coope. 

Then came Mr. Into’s company, the International Minerals & 
Chemicals Co., an old-established fertilizer and chemical concern, 
which bought what was known as the Union Potash Co., a company 
which was just in the process of opening a mine, and became the third 
operator, just after the war began. 

The Cuarrman. This was World War I? 

Mr. Asrigut. No; this was World War IT, in 1939. By 1939 these 
American companies, these few American producers, were getting 
out approximately half of the American requirements. They ran 
somewhere around 250,000 tons of K,O. That is the way potassium 
is designated, potassium oxide. It is the measurement of potash. The 
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of American needs were met from importations coming from 

EK rope. 

Now, there we were caught again with another world war with 
nowhere near enough potash. Well, of course, we expanded tre- 
nendously during the war. The needs of agriculture for potash grew 

leaps and bounds. Potash was put under allocation, and it was on 

e strategic and essential list of materials. : 

We were accorded the opportunity to get scarce upkeep and construe- 

materials, were allowed accelerated amortization of plant invest- 
nt, and we all developed to considerable size. These are Southwest 

Potash Co. and Duval Sulphur & Potash Co 

Chen, when the war was over, or subsequent to the war, two other 

mpanies started, having found potash deposits, they got into 

SlL@Ss. 

The Cuamman. This was after the war? 

Mr. Arsrient. This was after the war. In addition, one was 
developed in Utah, right on the western line near Wendover, Nev. 
lhe company is Bonneville, Ltd.; so that at the present time we have 
even fairly large producers of potash in this country. They are the 

Potash Co., American Potash & Chemical Co.—well, to put it 
veil the other way, at Carlsbad, to put them in alphabetical order, 
have the Duval Potash & Chemical Co., International Minerals & 

Chemicals Corp., Potash Co. of America, Southwest Potash Co., and 
United States Potash Co. Southwest Potash is a subsidiary of Ameri 

in Metals. 

Then the two companies that make potash out of brine, American 
Potash & Chemical, producing from Searles Lake, Calif., and Bonne 
ville, Ltd., at the Nevada-Utah line at Wendover. 

We, of course, have developed a large volume of business in the in- 
dustry. Employment, I think, runs upward of 6,000 men. Certainly 
it Carlsbad on the order of 4,000. 

The town there had about 3,000 population when the first mine was 
opened and now it has 25,000 population. The biggest mining oper- 

on in New Mexico is there where potash is mined. The whole 
southeastern corner of that State is dependent on oil and potash and 
Carlsbad, a 25,000 population community, is almost completely de- 
pendent on potash. 

We have there, Senator, what you might almost say is a fantastic 
wage situation. The last report of the Bureau of Labor Statistics 

d that our wages run $2.45 per hour. Our employees this year will 
get on the average $5,200. 

Mr. Inro. That was hourly paid workers. 

Mr. Atsrient. I am not talking about the salaried men at all. 
these are hourly paid workers. 

The Cuarmman. Are you talking about an annual wage? 

Mr. Ausricutr. We have no annual wage. As I say, it amounts to 
$5,200, the hourly wage, stated on an annual basis. 

The CHamMan. $5,200 a year? 

Mr, Atpricur. W ell, $2.46 an hour Ene multiply that by 2,080 
hours, yet get $5,200—something over $5,200 would be the average 
income this ° year, according to the men w as work up these statistics. 

The Cuairman. A pretty fair wage and living standard? 

Mr. Arsrient. It is a very high wage and living standard. 


} 
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Now, here is our problem. I can state this very quickly and | 
think that is all we could ask you to listen to today. We have n 
statistics with us, so we cannot give you the details and we cannot 
answer all your questions by any means but when you get back to 
Washington and want to hear more about potash, we will be in a posi- 
tion to give you, Senator, what you want. 

The Cuarrman. If you could complete your statement and send 
it in? 

Mr. Auericur. Yes; we can do that, but our problem is somewhat 
different than these other people’s. What we could say to you toda) 
is that we would like to have you, in your broad knowledge of the 
mining industry and your great interest in it, which we all know and 
appreciate and the diligence with which you go at these things, if 
you will keep us in mind, not as one suffering as the lead and zin< 
industry is, but as a highly vulnerable industry from the standpoint 
of imports. Remember, that potash has never had a tariff. It never 
has been involved in reciprocal trade agreements. 

Our American Government felt the absolute need of a potash in 
dustry and it encouraged us to go into it. It appropriated money to 
explore for potash by Government agencies. 

Well, we got into it. Our American fertilizer manufacturers, with 
great public spirit and high patriotism, bought from us. 

Of course, we had to sell at the import price, but they bought from 
us. When a price war came on in 1934 and 1935, when the Germans, 
French, and Spanish were fighting each other and chose to fight the 
battle over here, we all went in the red but we kept going and of 
course, you might say, like many others, the war put us on our feet 
because imports were stopped. 

I might also interpolate that during the war we shipped potash to 
England and New Zealand, and many Western Hemisphere countries. 
Our exports were completely under the control of the Government. 

The Cuatrman. Under the War Production Board? 

Mr. Asrieut. Well, it was more than that. It was a materials 
allocation under an international and inderdepartmental materials 
board. 






























HOW IMPORTS ARE AFFECTING POTASH INDUSTRY 








Well, here is what we are facing now: In the settlement after the 
war, Russia got 60 percent of those great German mines. Germany 
still remains the big producer and today the great production of 
potash is in Germany. 

The CuarmrmMan. East Germany ¢ 
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Mr. Atsrieut. In East Germany where the Russians have contro! 
of 60 percent of all the German mines. Now, we don’t know whether 
they have 60 percent of the output or potential output—we don’t know 
because it is difficult to find out anything about what the production 
is behind the Iron Curtain, but we do know that all the best German 
mines were taken over by the Russians. 

Now, we face this: We find Russian material being offered along 
the coast at our great ports. Most potash that goes into agriculture 
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eoes into the Southeast States and it is offered at $9 per ton—even 
is low as $7.80 a ton less than we can lay it down there. 

The CHARMAN, At what ports are these? 

Mr. Averient. Savannah, Baltimore, Philadelphia, Boston, and 
Searsport, Maine. 

We have had 2 2 hearings before the Subcommittee of the House 
Agricultural Committee, 1 on the 20th of April and 1 on the 9th of 
June, where we not only offered testimony about the menace of the 
Russian potash, Russian-controlled potash, but where we also pointed 
out the potentials of it. Also many of our customers appeared and 
many of them said they would not buy this material under any cir- 
umstances, but of course the competitive conditions that they face 
may make it impossible to stick to that kind of a policy. 

So you have here an industry that has been built up without any 
Government support whatsoever, as far as money is concerned. There 
has never been, so far as I know, a cent of Government money put in 
our potash industry. It has been entirely private investment. 

The CuatrMan. Even in the beginning ¢ 

Mr. Atsricut. Even in the beginning. No, sir; the only money 
that the Government has ever spent in potash was looking for potash 
prior to its discovery buy us. There never has been any since. 

On the other hand, the Government has obtained very large royal- 
ties. Practically all of our operations are under the Lease Act on 
Government-owned land, mostly on Federal land. 

The Cuatrman. What do you pay in royalties? 

Mr. Ausricur. Five percent of the value of the product. They in- 
terpret the rule to even apply to our refined products. 

The CuatrMan. On the selling price? 

Mr. Atsrieut. On the selling } price; yes. 

The Cuarmman., Is it the net selling price? 

Mr. Atsricut. The selling price at Carlsbad, at point of shipment. 

The CHarrman. Do you give them 5 percent of your profit or 5 
percent of your gross sales ? 

Mr. Ausrient. Of the value of our products. 

The Cuatrman. Of the gross? 

Mr. Atpricur. Yes; of the gross at the point of shipment. Now, 
of course, because of the volume of business that we haye had, we have 
had fair returns—we have had a fair income during the war. 

On the other hand, we were very heavily taxed. We have every 
kind of a tax you can think of—sales, use tax, severance tax, prope rty 
taxes, and on the other hand, we pay these very high wages. Carlsb: id 
has been a very prosperous community. It is a most sera 
operation. I hope that you will see it if you have not already seen 
the mines and refineries. 

The Cuarrman. No, but I would like to see it. 

Mr. Atprient. Of course, we have had to put in all the most mod- 
ern machinery and they are fine plants. 

We would like, of course, to keep going. We want to keep on 
going and we feel that the country needs us—it needs a potash in- 
dustry. You can’t do without that potash industry. 

The Cuatrrman. What was the case you made before the Agricul- 
tural Committee of the House ? 
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Mr. Auericut. All we could do there, Senator, was to tell the story, 
Russian materials were coming in at the ports and threatening our 
industry and we thought that they might perhaps find some way in 
the interest of agriculture and in the protection of agriculture and 
particularly in the event of an emergency, another war, they would 
find some way to stop the importations. 

The Cuamman. Well, supposing we have to face the cold facts— 
you know that England has recognized Communist China, ‘most of 
the sterling-bloc nations have and many other nations like France, 
India, and they are urging that we recognize Communist China. 

It seems that is only a step toward full trade arrangements with 
every nation. They also urge that we resume and increase our trade 
with Russia; isn’t that true’ 

Mr. Avsricut. That is true. 

The Cuarmman. Now, all during the war, world war III or what- 
ever it was, the Marshall plan countries traded with Russia—I think 
there was no secret about that, and with all the Iron Curtain coun 
tries. I, myself, put 96 trade treaties at one time in the Congressional 
Record. 

Mr. Aupricut. I have seen that—I have that Record, that is, I have 
it in our files. 

The CuarrMan. Treaties that they had with Russian and Iron Cu 
tain countries. I enumerated the things they were selling, which was 
everything they needed to fight a war with ‘and it alw: ays made me a 
little bit tired to si ay you could sell to them and not sell them material 
they were going to shoot at us. In this day, shirt buttons are wat 
material when you are getting ready to go to war. I am opposed to 
trade with Russia and the satellite countries. 


RECOMMENDATION FOR AID FOR POTASH INDUSTRY 


Now, it appears to me that you have to have one of two things. 
That is, and I would like to have your suggestion in this connection : 
If this gets down to a realistic basis and evervbody starts trading 
where they can do the best and that is what our State Department is 


advocating—th: it everyone sell their stuff here under conditions wher 


they can produce cheapest, you would either have to have quotas o 
a tariff or some method of equalizing the costs, wouldn’t you? 

Mr. Avsricur. Yes, sir; and there would have to be strict enforce 
ment of the antidumping law. That is one point T omitted to say 
that as far as we know, our potash is the cheapest in the world. I 
other words, in all these other countries and every place else, potash is 
being sold at higher prices than it is here. Also, all these other pro 
ducing countries absolutely prohibit the importation of potash. Rus- 
sia, Poland, Germany, France, Spain are the other producers and 
you cannot import any potash into those countries under any circum- 
stances. It isn’t any question of high tariffs over there; it is a ques- 
tion of absolute prohibition. 

Mr. ApterMaAN. Are there any producers in the Western Hemisphere 
besides the United States? 

Mr. Atsricut. No, sir; the United States is the only producer in 
the Western Hemisphere. I have given you the seven producers. 

The Cuamman. Then without going into the background of this, 
if you have the debates on this matter-—— 
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Mr. Atzrigur. I have the full file of your activities. 

Phe CuHarrMan. If you do have, then you know how, through the 
manipulation of currency, most of these countries prohibit any im- 
ports they do not want. They agree to lewer a tariff on some certain 
item but then will create a new value for their currency if they don’t 
already have it, that calls for more American currency in terms of 
their currency and in effect put a tariff on the money. 

Mr. Atsrieutr. That is right. 

The CHAIRMAN. You are familiar with that? 

Mr. AcsricHr. Yes, sir. 

The CHarrMan. And, of course, that is very effective. 

Mr. Atprient. Yes, sir; very, very effective indeed. 

The CaHarrMAn. But on paper it looks very good in this country. 

Mr. Averieut. Well, that briefly outlines our problem. Perhaps 
Mr. Into might add something. 

The CHarrmMan. What would be your suggestion in the event this 
trade started here? I fully sympathize with your point of view that 
we should not go out of the potash business for two reasons: National 
defense and holding intact the economic structure of the communities 
and States where you are located. 

Mr. Atsrieut, It is very vital. 

The CuatrMan. Of course, there are people who advocate the 
elimination of certain industries that can’t compete with low-wage 
labor abroad with the idea of doing something with them in other 
industries. 

Of course, to me, that is something that should never be done be 
cause we developed this Nation on the basis of competition with each 
other and then had the tariff for 75 years—the Constitution calls it 
duties, regulated so that you would not need to fear foreign competi- 
tion. You only had to fear domestic competition. 

You are not afraid of any domestic competition from other potash 
companies? You will compete with the potash companies? 

Mr. Atsrigut. We have been in competition all these years. 

The Cuarrman. All right, so what would be your suggestion in ad- 
dition to enforcement of the antidumping law to equalize the wages 
so that there would be a definite congressional policy that you didn’t 
have to watch some fellow in a department that would change his mind 
from day to day and break you? 

Mr. Atsricut. Well, I don’t know as we have gotten to a point 
yet where we have any more definite suggestions than what you have 
outlined, Senator. Those are about the only methods there are, it 
would seem, to protect us. 

The wage situation, of course, in this potash industry, offers a greater 
difference between what we have here and what is over there in Europe 
than even in these other industries we have mentioned. 

I think that in Spain the daily wage is fixed at something less than 
a dollar a day; Germany perhaps around $2.50 a day, and France 
about $3 a day—something like that, while ours has been averaging 
something like $2.45 an hour, or nearly $20 per day. 

The Cuatrman. Well, it would be about the same comparison as 
with the crockery business coming from Japan, where they pay 10 to 
15 cents an hour where we pay $1.80 an hour over here. I think your 
problem is just like the other problems. 
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What you would need, if the enforcement of the antidumping law 
would not suffice, would be a reversion to protection, either a tariff, 
quotas, or whatever is the practical thing to do. Would you agree 
with that? 

Mr. Aeris. I don’t know any other way to do it. 

Mr. Inro, No, unless you invoke the Anti-Slave Labor Act on 
account of Russian material being produced under slave-labor condi- 
tions. 

The Russian threat is the major threat to this industry of ours. 
There is potash sold by the French and West Germans in this coun 
try. They are capitalistic countries, and they are competitive in the 
sense while their prices are somewhat less than American prices, 
they are not destructive. They have to make a living as well as we 
do, and we are not afraid of them. 

The Russians can set any price they wish, and behind all of that 
is the destructive policy which they have followed in trying to under- 
mine this industry. The potash industry could be a spearhead j in a 
small way to undermine the whole agricultural or whole fertilizer 
industry of the United States: 

I think that is just as much of a weapon as guns and powder in some 
respects, because if they destroy our industry it is a chain reaction 
that goes like an atomic bomb, goes right down the line, and all of 
your fertilizer companies are all affected by it because they are in 
competition with lower imported goods, and they begin to destroy 
themselves, too. It doesn’t maintain a good structure. 

The Cuairman. That is the economic approach ? 

Mr. Into. Yes, the economic approach. 

The Crarrman. The political approach is called communism or 
some other ism, but this is the economic approach. 

Mr. Invro. Yes, sir. 

The CuarrMan. And it is just as dangerous. 

Mr. Invo. Yes, sir; and there should be some method whereby to 
combat that. I don’t know what the answer is. 

The Caarmman. Well, do you agree with the general testimony you 
have heard here today that Congress should take cognizance of the 
facts that you outlined, and those that other industry witnesses have 
outlined? Do you think that Congress should assert its authority 
under the Constitution and lay down a principle of protection of the 
American standard of living, the American wage standard, and for 
the protection of the investors of the Nation? Do you agree with 
that testimony here today ? 

Mr. Into. From what I have heard it, it sounds all right to me. 

I didn’t hear it at all—I was only here during part of the morning and 
heard part of Mr. Fletcher’s statement. 

The Cuarrman. I will read you what Mr. James Bradley said and 
he made it a part of the record—he said that the promotion of the 
world trade should be on the basis of fair and reasonable competition 
and must be done under the principle long maintained that foreign 
products produced by low-paid foreign labor should not be admitted 
to this country on terms which endanger the living standards of the 
American workingman or the American farmer or threaten serious 
injury to domestic industry; that the United States Congress should 
resume its constitutional responsibility to regulate foreign commerce 
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through the adjustment of duties, imposts, and excises through its 
agent, the Tariff Commission and allow the 1934 Trade Agreements 
\ t, the so-called Reciprocal Trade Act which transferred such 
responsibility to the President to expire in June 1954. 

Now, as long as that act is on the books, the State Department can 
continue to make these agreements and neither the Tariff Commission 
nor the Congress have authority to interfere at all. Do you agree 
with that? 

Mr. AtBrtaut. From what I know about it, I don’t think that I 
hould express a positive opinion, Senator, because we have never been 
affected: we have never even had a tariff and never have been in the 
trade agreements. It sounds like a logical conclusion but I haven’t 
viven it enough attention. 

The CuarrMan. This seems to be a logical method from your point 
of view if you need protection ¢ 

Mr. Aterient. Yes, but it certainly seems like sooner or later there 
< something going to come. We didn’t want to present it to you as 
though we were crowding out someone else, that we simply had to have 
immediate action or something, but we did welcome the opportunity 
to get you thinking about our industry. 

The CuamrMan. The committee, too, in addition to hearing the 
troubles of industry—it may be that some are not in trouble but I 
haven’t found any as yet that aren’t—but we do want to suggest this: 
You know that you do have a committee appointed to study this and 
Congress was asked this year to make an extension of 1 more year of 
the 1934 Trade Agreements Act or the so-called Reciprocal Trade 
Agreements Act that allows the Executive, meaning of course, the 
way it has been administered in the past, the Secretary of State, to 
make any agreements he cares to make to lower tariffs, which he has 
done. Now, as far as I know, he has never put a tariff on anything 
or ever suggested that one be placed on anything. ; 

Now, I am not criticizing the Secretary of State. I am simply say- 
ing in effect that there are various ideas as to how industry in the 
United States should be conducted and you know, of course, if you 
have been reading my debates, what I think of it. 

I think we have to make up our minds whether you are going to pay 
American labor from $1.50 to $2 an hour or, as you say, $2.40 an hour, 
depending upon the location or the isolation and the cost of living and 
other factors that are taken into consideration by the producer and 
the workingmen; whether you are going to continue to do that in 
this country and stay in business or whether you are going to reduce 
your labor costs and your investment and your carrying charges and 
compete with anything that is created abroad whether it is in Germany 
or France or Africa, labor running from 40 cents a day up to say, 
$3.50 a day, or whether you are going to stay in business at the sacri- 
fice of your own wage-living standards and write down your invest- 
ments. Do you agree with that general conclusion ? 

Mr. Axsricur. I think that is the way it is. I don’t see what other 
conclusion you can come to. 

The Carman. You can have another war and ride on our fat, for 
awhile, if the fat lasts, maybe another 5 or 6 years, but sometime we 
would like to look forward to what we could ordinarily call a normal 
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period where you could go home and talk to your children, your grand 
children, or whatever you have, and try to look forward to some future 

for those young people, make a little money yourself and have sony 

family enjoyment; but under present conditions we are under a wa 

economy. Do you agree with that? 

We are preparing for a war and we are still under a war economy 

Mr. Avsricut. Yes, we certainly have been for several years now 

The Cuarrman. With $50 billion appropriated to be spent in na 
tional defense, what if we should suddenly quit spending and g 
back on a peacetime basis? You are out of business according to you 
own story, and so is 90 percent of the business in the United States; 
is it not? 

Mr. Aurricut. Well, I hadn’t thought of it quite that way. 

The CuarmMan. Well, the watch business is gone now and there ar 
no watch movements being made in the United States. The crockery 
business is shut down in Ohio; a lot of the textile business is closing 
out and you can go right back and trace it to some specific competitioy 
All you have to do is to talk to the people who know their own busines 
as you know yours. 

Now, what is the answer if you are going to settle down and look 
forward to a peaceful period? If you are going to compete with th, 
rest of the world, you are going to have to meet their wages and co) 
ditions, are you not? 

Mr. Avsricut., Unless there is something that happens to expan 
these markets which would again absorb these things—all these 
commodities. 

The Cuarrman. That could only be a war or increased inflation, 
and I am against both. I mean, this matter of managed currency, 
you have lived on that for 20 years and at sometime what we did—I 
say “we,” although I was not in the Senate at that time except for the 
last 7 years, we have continued it and I have taken myself in with it 
because of my inability to stop it. We have continually inflated the 
currency and made it worth less so that we have really stolen, that 
is the only word I can use, more than half of the savings, the invest 
ments, and the insurance of the people of the United States. 

Now, we can continue to steal the rest of it, cut the purchasing power 
of the dollar in half again, and maybe have a little prosperity for a 
few more months, but we can’t keep this thing up. 

I am talking cold turkey just like you are today. You say that 
you are afraid of low-wage competition, and so is everyone else so 
that you have to have either quotas or tariffs or in some way prevent 
this foreign material coming in here and displacing most of your 
material, do you not? 

Mr. Ausricut. That is our problem. 
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LOW WAGES PAID IN FRANCE, SPAIN AND GERMANY 





Mr. Intro. Since the war there have been gradually imports coming 
in. I had an opportunity to study, to go on a trip for the Government 
and study the potash industry in Germany and France in the interest 
of trying to pick up any technical advances we could use over here. 

It is my belief, my personal belief that we can compete with honest 
operators where they feel they have to operate on a profit-and-loss 
system like we do. We cannot compete with the Russians. 
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The Cuatrman. Well, will you point out a country right now that 
is operating on that basis besides ourselves? 

Mr. Intro. Well—— 

The CHatrman. Name one. 

Mr. Into. Well, I think the Western Germans are operating on the 
profit- -and-loss system. 

The Carman. Do you think that France is? 

Mr. Into. France is socialist and has a very socialistic system. 

The Cuarrman. Well, if you didn’t find it out, I am going to tell 
you, and I want you to investigate it. They have a sy stem there that 
when any Frenchman, any French company sells anything to the 
American market, it gets dollars, and under certain conditions they 
give him a certain amount of franes and under other conditions they 

vill give him a lesser or a greater amount of francs. In other words, 
they are not operating on a profit-and-loss basis at all, they are being 
backed by the government, and we are financing the Government of 
France. 

Mr. Into. And going further, I guess that is right. 

The CramMan, It is your money they are operating on. 

Mr. Into. Yes; that is right. 

The Cuarrman. Now, do you want to continue that or—— 

Mr. Intro. No; I certainly don’t, any more than I would want to 
give them another $5 million to reh: ibilitate their plant. 

The CuatrmMan. You wouldn’t? 

Mr. Into. No. 

The Cuatrman. I have voted against it all the time. 

Mr. Inro. I am glad you did. 

The Cuarrman. And my inability to stop it is what I am talking 
about. 

MARSHALL PLAN AND ECA FUNDS IN PUTASH PLANTS 


Mr. ADLERMAN. You mentioned this money to rehabilitate plants. 
I am interested in that. 

Mr. Inro. Well, they got this free money over here and then they 
came over and bought all this fancy and efficient equipment, not to 
put their plants back into the shape they were before the war, but to 
put them in modern and up-to-date shape, which increased the 
capacity by twice so that they could ship more stuff over into this 
country. 

The Caamman. Did you know that has been their objective from 
the beginning ? 

Mr. I[nro. Yes, of course, and we were against it but there wasn’t 
much we could do about it. 

Maybe it gets back to the original question, that perhaps the execu- 
tive branch of the Government grabs up too many prerogatives and 
some of these ought to be tr: ansferred back to C ongress, with which 
I am in full accord. What the ultimate means would be in order to 
protect our particular industry, I don’t know, but if it is in the hands 
of Congress and can be investigated and taken care of, 1 am all for it. 

The CHairman. You would be for that ? 

Mr. Inro. Yes; I would be for that. 

The Cuarrman. Now, this is what can be done. It is the constitu- 
tional responsibility of Congress and if we let the 1984 Trade Agree 
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ments Act expire in June 1954, that automatically goes back then to 
the Tariff Commission and the ‘y can be instructed by the Congress. 
I introduced a bill, as a matter of fact, calling for foreign trade 
authority, which would simply reorganize the Tariff Commission— 
it would be exactly the same type of organization and then they could 
take into account the manipulation of currency, Government-backed 
industries, and wage differentials. 

In other words, let them figure it out so that you can go on about 
your business with a reasonable certainty that what you are going 
to get in competition is competition on your wage scale—that is to 
s.y, on the American standard of living and wages. 

Now, that is exactly the purpose of the Tariff Commission for 75 
ycars until Congress passed the bill taking the responsibility out of 
their hands. Do you think it would solve your problem to have a 
Tariff Commission or some agency of Congress, not the State Depart- 
ment take into account the difference in the wage-living standards 
and compensate for it for imports ; is that what you want ¢ 

Mr. Arsricur. We haven’t got to the point where I think we know 
what we want. We just know we have got a problem. 

The Cuarrman. You want fair trade or— 

Mr. Avsrieur (interposing). We wanted you to know we had a 
problem or that we are going to have one. 

Mr. Ino. I could give you a simple answer that you probably 
wouldn't be able to operate unless you put the maximum quota on how 
inuch the Russians can move in. Now, I think competition from the 
other countries is not so—— 

The Cuamman (interposing). Who would fix the quota? You are 
then back in the hands of a bureau and when some bureaucrat gets up 
some morning with a little indigestion, he will put you clear out of 
business. 

What you want to get back to, in my opinion, if your talk means 
anything to me today, is on a principle of law, a government by law 
and not ‘by individuals. 

Mr. Intro. That is quite right. 

The Carman. Well, I think that is enough, then. If you fellows 
will just keep in touch with us, you can help us and we will appreci- 
ate it. 

Your problem is no different than that in the watch industry—that 
is all we want, but you must cooperate with us and cooper ate with 
other industries to hold up the standards of living in Americ: 

Mr. Atericut. Senator, we appreciate very much your interest in 
us and your willingness to hear us. 

The CuarrMan. Qh, I am always willing to hear you and this is a 
showdown. I think that the first 6 months of the next Congress will 
show whether you are going to remain in business or whether anybody 
else will in the United States. 

I think at this time we will recess until 9 o’clock tomorrow morning. 

(Whereupon, at 5: 40 p. m., September 22, 1953, the instant hearing 
was adjourned to the following morning at 9: 15 a. m.) 





STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


WEDNESDAY, SEPTEMBER 23, 1953 


Unirep Stares SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Seattle, Wash. 


The committee met at 9:15 a. m., pursuant to adjournment, in 
room 414, United States Courthouse, Seattle, Wash., Senator George 
W. Malone (chairman) presiding. 

Present: Jerome Adlerman, chief counsel for the committee ; George 
Holderer, engineer of the committee. 

The Cuairman, The committee will be in order. Will you identify 
yourself, Mr. Taylor, for the benefit of the record ¢ 


STATEMENT OF JOSEPH H. TAYLOR 


Mr. Tayior. My name is Joseph H. Taylor, vice president, Peru 
Mining Co. and New Mexico Consolidated Mining Co., subsidiaries o1 
Illinois Zine Co. 

I have been engaged in mining since 1908, with experience in copper 
mining, milling ‘and smelting, gold mining and milling, zinc mining 
and milling, and smelting and also fabric ating, or rolling of zinc. 

I made a statement before the mining congress yesterday which 
might be worth while to file with you. 

The Cuairman. If you will proceed in your own way with your 
testimony, and this statement—what is the statement ? 

Mr. Taytor. I won’t need to read it now because that just takes up 
time, but I will give you a copy of the statement. It is the com- 
ments that I made at the meeting yesterday morning. 

The CHarrMan. It will be accepted and become a part of the record 
at this point. 

(The statement referred to is as follows:) 

The previous Democratic administration's stated policy was to encourage the 
development of lead and zinc mines in friendly foreign countries. Large amounts 
of money were loaned and invested by our Government agencies for their devel- 
opment in new mines considered necessary to the safety of the free nations, 
especially our country. We do not wish to criticize this emergency policy; 
however, it is evident that this policy, together with devaluation of currencies in 
many foreign countries, has brought a most deplorable condition for our 
domestic lead and zinc mining industry. The drastic decline in the price of 
lead and zinc during the past 15 months, due to dumping of foreign lead and 
zinc in this country, has made it impossible for hundreds of mines to continue 
operations and many which have continued have been forced to mine only the 
highest grade ore and curtail development. The economic distress throughout 
the Western States, caused by such shutdowns, is serious. Thousands of miners 
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have lost their jobs, have been forced on relief. Their families have been 
forced to accept a lower standard of living and business throughout the lead-zinc 
mining districts has felt the impact of reduced purchasing power by the miner 
and his family. 

To get down to cases, in the month of April 1952, New Mexico ranked fifth 
among the States in the production of zinc, during which month 5,000 tons of 
recoverable zinc was mined. Now the production is but 20 percent of this amount. 

Then there were five major producers in the central mining district as 
follows: 

American Smelting & Refining Co., United States Smelting, Refining & Mining 
Co., Kennecott Copper Corp., Peru Mining Co., and New Mexico Consolidated 
Mining Co. (subsidiaries of Illinois Zinc Co.), and New Jersey Zinc Co. In 
addition, there were many small mines shipping ore to the custom mills. Now 
there is but one producer, United States Smelting, Refining & Mining Co. This 
company has continued to operate in Grant County, N. Mex., but under a cur 
tailed development program the operation is not profitable, its continuance hav 
ing been made possible by the voluntary acceptance of its employees of a 20-per- 
cent reduction of wages. However, it is announced they will close the end of 
this month. The four major concerns which have closed down have maintained 
their mines and plants in condition to start up again; however, at a very heavy 
expense. Pumping and maintenance become progressively more serious and 
the scattering of engineers, miners, and other personnel makes it increasingly 
more difficult to get back into production. 

The central mining district of New Mexico is less than 100 miles north of the 
Mexican border. In Mexico miners are paid about as much per day as our men 
earn per hour and the standard of living is correspondingly lower. Also, their 
currency was depreciated more than 40 percent 5 years ago. I don’t want to 
see our standard of living reduced to the level of other countries now dumping 
zinc in this country. Up here you are close to the second largest producer 
shipping lead and zine into the States. Their miners’ earnings are comparable 
with the earnings received by our miners; however, due to other products or 
higher grade ore, they can undersell us. 

The United States Tariff Commission saw fit to state in a report for the period 
1949-50: “In most foreign countries embargoes, quotas, licensing and 
exchange control regulations have become more important than tariffs as means 
of restricting imports.’’ With the possible exception of Canada, every foreign 
country sending lead and zine here has within the past few years devalued its 
currency. The weighted average of such devaluation based on imports of lead 
and zine is in excess of 27 percent. 

These foreign countries have taken advantage of our Trade Agreement Act 
which reduced tariffs by controlling their imports and dumping their products 
to get dollars. Congress has not seen fit to set import quotas and embargoes 
except in the ease of sugar and a few other commodities and the present tariff 
is not sufficient to stop the flow of metal. It would take a 27 percent to 30 
percent ad valorem import tax to counteract the devaluation of currencies alone 
of the lead-zine producing countries. 

In normal times, two-thirds of the zinc consumed within the United States ts 
produced by our domestic miners and one-third comes from foreign sources. 
It is not our wish to prohibit the importation of zine and lead, but to contro! 
the importation and protect our domestic industry. It is my belief that this 
importation is perfectly proper and we were glad to encourage importation of 
zine while the price was 191% cents and the emergency lead-zinc committee rec 
ommended to Congress to permit lead and zine to come in duty-free when the 
price was 18 cents. Since December 1951 imports of these metals have in- 
creased 80 percent. At present, the very small tariff on zine does not in any way 
protect the domestic zine industry, and now more than 60 percent of the zinc 
consumed in this country comes from foreign sources. If this continues, many 
of the zinc mines will be permanently shut down and the Nation placed in a 
critical position in the event of sudden need for lead and zine. 

Our domestic mining industry has always responded loyally in support of our 
country’s defense in war and emergencies. We are only asking for fair con- 
sideration and support to be able to operate under conditions that would enable 
us to pay our workers a wage scale to maintain a desirable standard of living 
for themselves and their families and to maintain our mines so that we would 
be able to cope with the next emergency that arises. 

We have had a serious break in the prices of these metals with imports 
exceding 60 percent of the domestic consumption in the past; and when our 
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domestic mining industry was forced to curtail or shutdown, the foreign price 
raised and domestic consumers were forced to pay excessive prices. These 
¥ onditions most certainly will be repeated and the consuming industries will 
a suffer thereby. 
a \lso, it is to be remembered that during World War II, the lead-zine mines 
usted their reserves and were unable to carry on sufficient exploration and 
opment to maintain such reserves, and that in May 1949 the price of zine 
so low that many mines were forced to close; and of these, our mine was 
of the first to open up in March 1950, after which time we again mined the 
hest ores to keep going, and that during this police action in Korea when 
here was a ceiling of 17% cents and 19% cents on lead and zinc, the foreign 
» was aS much as 50 percent higher than this. A stabilizing import tax 
be a good thing for the consumer by eliminating the fluctuating price 
t the same time it would preserve our lead-zinc mining industry. 
During the past year the national lead and zine committee has given careful 
onsideration to methods by which the deplorable condition of lead and zine 
es cun be corrected. Suggestions have been made for Federal aid such as 
subsidies, premium prices, and price support. All such methods requiring 
ippropriations by the Federal Government are not conducive to economica! pro- 
tion of metals and increases Government control in business contrary to 
free-enterprise system. It is our desire to advocate high tariffs to cut off 
ports. The industry in this country is united in advocating a sliding scale 
stubilizing tax to control the importation of lead and zinc. The chairman of 
the committee, Mr. Otto Herres, has devoted untiring work in Washington. 
The hearings before the Select Committee on Small Business and before the 
Ways and Means Committee have brought out a wealth of information which 
should ba studied by every mining man here. The sliding scale import tax had 
he sunport of the Select Committee on Small Business and the Ways and Means 
Committee of the 88d Congress. 

The recommendation that the zinc mining industry should make application to 
| the Tariff Commission should be followed up by the industry; however, it is our 
4 elief that the escape clause cannot save the industry. 

3 Ilo sum up, the excessive importation of lead and zine from countries having 
ow-wage scales has had a disastrous effect upon the domestic mining industry. 
Hundreds of men in New Mexico are out of work. All lead-zine mines in the 
State are closed or operating at terrible losses. This is becoming progressively 

rse and, in an emergency, the cost of reopening will be increasingly high. In 
ur opinion, a stabilizing sliding scale import tax, such as H. R. 4294, which our 
good friend Congressman Richard Simpson fought for during the recent session 

f Congress, is needed promptly to save the lead-zine mining industry. 
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Mr. Tayxor. I wish to call your attention to the great increase in the 
unmount of zine which has been flowing into the country since 1930, 
( From 1930 to 1939, inclusive, 96.3 percent of the zinc available for use 
in this country came from our domestic mines and but 3.7 percent came 
i from foreign properties. 
: From 1940 to 1949, inclusive, under war conditions, 64.3 percent 
j of the available zine for use came from domestic mines and 35.7 per- 
| cent came from foreign sources. For the years 1950 to 1952, inclusive, 
| 58 percent came from our local mines and 41.4 percent from foreign 
} mines. This summer sufficient zinc for our entire consumption came 
» from foreign sources and all production from our domestic mines is 
surplus. 
[ will give you copies of those figures and there are a lot on lead also. 
The Cuarrman. Let me ask you, Mr. Taylor, what is the cause of the 
sudden spurt in foreign imports? 
Mr. Taytor. The primary cause of the great increase is the large 
— surplus of zine in the world, due to not having protection in this coun- 
| try and due to the amount of financing whic h our F ederal agencies did 
over the world getting friendly nations producing zine. 
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The CuHarrMan. Well, let me ask you at this point, if, as you indi- 
cate, domestic producers could Yauco anywhere from 50 to 75 per- 
cent of the zinc and lead in this Nation why does the Government en- 
courage 100 percent imports from foreign producers ? 

Why does the Government use the taxpayers’ money to encourage 
foreign production beyond the point that it might be needed here? 

Mr. Taytor. The Paley reports stated their reasons for thinking 
that our zine should be kept in the ground and that we could go outside 
for our metals and as I am more familiar with zinc than others, I just 
consider this as applied to zinc. However, I made a study 

The CuarrMan. It applies to zinc as well as other metals? 

Mr. Taytor. However, I made a study of the Paley report and wrote 
a report on it when it came out, for a group, so that I am familiar with 
their ideas that we don't have enough in this country and must depend 
on the rest of the world for metals. 

The CHarrman. Would you tell the committee for the benefit of the 
record how it is possible to save zinc, or any other metals as a matter 
of fact, in the ground and not mine in this country and then have them 
available in an emergency ¢ 

Mr. Taywor. Senator, I don’t think that is at all pa 

As an illustration, when I went to New Mexico in 1939, there was 
supposed to be 120,000 tons of available ore in our mine. ‘Since then 
and during the emergency caused by war, we have taken out from that 
same mine over 1 million tons of ore, containing 150,000 tons of zine. 

The CHatmrman. And what date was the 125,000 tons of ore esti- 
mated as reserves available? 

Mr. Tayxor. At the end of 1939. 

The Cuarrman. That was in what area ¢ 

Mr. Taytor. That was on a group of mining claims at Pewabic 
mines. 

The CHarrMaAn. Now, in your mines in New Mexico you say you 
have 150,000 tons in reserve ? 

Mr. Taytor. We have mined about 1,150,000 tons out of that mine 
and we still have about 125,000 tons blocked out available ore. 

The CuarrmMan. Well, as a matter of fact, the mining business has 
always kept 1 to 4 years’ reserve and if mining ceases then that is all 
the reserves they have. But if they continue explorations and develop- 
ment of reserves which goes ahead with the mining simultaneously, 
when you quit mining, your reserves are just whatever you have 
blocked out at the time ? 

Mr. Taytor. That is true, and in addition if you stop mining you 
flood your mines and cave your drifts and then you can’t go back. 

The Cuairman. Well, not all mines are wet mines. W hat percent- 
age of the mines would you say were wet mines to the extent that they 
would either be destroyed when production ceases or exceedingly ex- 
pensive operations would be necessary to go back into production ? 

Mr. Taytor. I would say that 90 percent of the underground mines 
will flood if they are left for a term of years. 

The Cuarrman. And what you are really doing is either losing the 
ore that might be developed over the years, as you have in this | par- 
ticular mine, unless you are willing to spend an excessive amount of 
money to go back and pump the water out and redevelop and open 
the mine? 
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Mr. Taytor. That is correct. Our mine, our 2 mines, have been shut 
down since January. One of them is flooding, and the other is at 
great cost, being pumped clear. ' 

Che CHarrMANn. Just for example now, if these mines are allowed to 
flood if shut down for a year or two, what would be the cost of re- 
opening these mines ¢ 

Mr. Taytor. I have an example of that. The Pewabic mine was 
closed in the spring of 1949. In the beginning of 1951, due to a 
request of one of the largest steel companies we opened this mine and 
before we hoisted a ton of ore, we had to spend $50,000 in making it 
ready. 

AIDS TO ENCOURAGE MINING INDUSTRY 


Phe Cuarrman. Well, now, for the benefit of the committee, give 
us your idea of the conditions under which normal mining could 
continue in this country. That is, a congressional policy. You 
understand that a committee is going to work on this matter, a com- 
mittee composed of 5 Senators, 5 Congressmen, and 7 men appointed 
by the President. They are going to recommend, presumably, a 
foreign-trade policy. 

What policy do you think Congress should establish in order to 
have a going concern mining industry in this country ? 

Mr. Tayror. As a young man I saw the effects of free trade in 1893, 
and because of that I have always thought that we should protect 
our industries and our mines from the competition of countries having 
low standards of living and low wage scales. 

The CHarrMan. Well, then, what you are telling the committee is 
that there should be something, whether it be called a tariff or duty, 
as the Constitution of the United States calls it, regulated by Con- 
gress through its agent, the Tariff Commission, on a flexible basis 
to make up the differential roughly between the wage standards here 
and abroad. Is that what you are telling the committee? 

Mr. Taytor. Yes; I think that the Tariff Commission or an agent 
of Congress should recognize the difference in the standards of living 
and pay given to workers here and abroad, and protect our men 
so that they could be employed in our mines under normal conditions. 

lhe Cuarrman. Unless this is done, as I understand your position, 
you believe that with our high wage living standards, that we have 
priced ourselves out of the market? 

Mr. Tayuor. I am sure that as far as zinc is concerned, that the 
wages paid here and abroad, it will be cheaper for you to buy zinc 
abroad than produce it here. 

The Cuarrman. Well, you do know, do you not, that certain in- 
dustries where tariffs have been lowered in the last few years have 
met with their men and have agreed on somewhat lower wage scales, 
lower operating costs, in order to keep their business open? If you 
know something about that situation—— 

Mr. Taytor. Our men came to me at the beginning, well, in June 
of 1950. No, sooner than that—in January of 1950—and offered to 
take $1 an hour if we would start our mines. 

The CHatrmMan. What are you now paying? 
am Taytor. We don’t have sapledy working now, but when we 
shut down 
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The Cuarrman. What was your scale when you shut down? 
Mr. Tayrtor. We were paying them $1.74 per hour. 

The CuarrMan. Under the practically free-trade conditions, which 
now exist under the manipulations of the State Department through 





the 1934 Trade Agreements Act, the so-called reciprocal trade agree- 
ment, what wages do you believe you could pay if you reopened your 
mines with the present : 
Mr. Taytor. With the present price of zinc? i 
The Cuarrman. Well, with world competition. : 
Mr. Tayitor. With world competition we can’t operate our zine } 
mines. 
The Cuarrman. Well, what price could you pay your labor and 
open your mines today ? 
Mr. Taytor. At the present price of zinc, we couldn’t pay our men ; 
50 cents an hour. it 
The Crarrman. Well, could you pay them 40 or 30 cents an hour? 5 
Mr. Taytor. I doubt it. The value of concentrates today is less 
than one-quarter a year and a half ago. 
The Coarrman. Well, we are getting right close to the subject now. ; 
Many believe, and I have so stated over the years since the 1934 Trade : 
Agreements Act was passed, that it would eventually mean that the , 
labor in this Nation must compete with foreign labor on an even basis 
if the program is carried out. Do you believe that? ; 
Mr. Taytor. I recognize if we continue buying in the cheapest i 
market it will cut our labor down to the standard of living of the rest { 
of the world. : 
The Cuatrman, Well, assuming you could pay 25 cents an hour for i 


an 8-hour day or $2 a day, which is about what you were paying per 
hour—— 

Mr. Taytor. Yes. 

The Cuatrman, And the men were willing to go back to work at 
that price, then you could open your mines and operate in competition 
with the markets of the world ? 

Mr. Taytor. It is barely possible that we could operate paying our 
laborers at that rate that Mexican labor is getting 100 miles south of 
us in Mexico. 

The Cuamman. What do they receive? 

Mr. Taytor. They receive about as much per day as our men rece} ve 
per hour. 

The CuatrMan. Well, isn’t this method, as adopted by the Congress 
of the United States in the act of 1934, transferring the constitutional 
responsibility of Congress to regulate foreign trade, duties and in- 
posts to the Executive, and since then regulated by the State Depart- 
ment through trade agreements, in effect the real slave labor law of 
this Nation? 

Mr. Taytor. There is no question that the results of what has hap- 
pened will degrade our labor to the standard of countries where labor 
is very cheap. 

The Cuatrman. Now, you believe then that Congress should take 
back its constitutional responsibility and allow this 1934 Trade Agree- 
ments Act to expire in June 1954, which is the end of a yearly exten- 
sion? Do you believe they should reassume their constitutional 
responsibility to regulate the duties and imposts, tariffs or whatever 
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vou wish to call them, through the Tariff Commission which is an 
went of Congress, on some basis of flexibility, making up at least the 
difference between the wages paid here and abroad? 

Mr. Tartor. There is no question in my mind that the Tariff Com- 
mission antl be more of an agency of Congress. 

The CuatrMan. It is an agency of C ongress. 

Mr. Taytor. And less direc ted by the ‘State Department. 

The CuarrMan. You believe then that this act should be allowed 
to expire and allow the responsibility to go back where the Constitu- 
tion puts it? 

Mr. Taytor. I am not a legislator nor a lewyer—- 

The CmarrMan. You are a producer but you are not producing now 
«0 that Iam asking you what you think should be done. 

Mr. Tayuor. J think you have got me in a corner, Senator. I am 

t sure that there shouldn’t be a Tariff Commission to study these 
matters but I don’t think that the Tariff Commission should be under 
the direction of our State Department. 

The CHAIRMAN. Well, the Tariff Commission is not under the direc- 
tion of the State Department. They have taken all authority away 
from the Tariff Commission and the Stace Department can make any 
agreement it wants to make, but if the act expires that transferred that 
responsibility from Congress to the Executive, then it reverts auto- 
matically to the Tariff Commission, which is an agent of Congress. 

Do you then think that act should be allowed to e expire? That is the 
question. 

Mr. Taytor. I think that it should. I would be very pleased to see 
it expire, but I don’t want to sit in judgment on it without more 
study. 

The CuarrMan. Well, I think that is what is the matter with your 
business now. Producers have never taken a stand and if you don’t 
take a stand you are probably going to continue under the same setup. 

Well, that is what Lam : asking you now. That is why you producers 
are gathered here, producers are here from all over the Nation, con- 
sulting engineers from all over the Nation, but it is of little value to 
the committee if vou believe that the State Department should con- 
tinue to do what they are doing. 

Mr. Taytor. No, I do not believe that they should. 

The CHarmman. Then you think that the act giving that authority 
or that responsibility to the Executive should be allowed to expire ? 

Mr. Taytor. Yes, under that condition. 

The Cuarmman. I think that is all and the committee is very ap- 
preciative of your testimony. 

Mr. Tartor. I might add that of the mines in New Mexico, not one 
of them will be producing 1 pound of zinc after the 1st of October. 

The CuarrmMan. Now, realizing that zinc is your field, wouldn’t 
you suppose that the metal producers i in other fields such as tungsten, 
manganese, and other metals that are paying wages that you are pay- 
ing and competing with the wages you are competing with, would 
have to have a certain protection—ths at their labor would have to have 
the same protection in order to operate ¢ 

Mr. Taytor. There is no doubt in my mind that they will. 

The Cuarrman. Could you give us any estimate of the workingmen 
that will have lost their jobs, plus the ones that will lose them, say, 
after October of this year or sooner ? 
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Mr. Taytor. For New Mexico I can give you those figures fairly 
well. 

The CHamman. Will you? 

Mr. Taytor. There were in the five major companies 1,200 men 
working. Outside of that there were several hundred in small 
mines shipping to the custom mills. All of the small mines have 
been shut down; one mine is operating until the lst of October. All 
other zine mines have already been closed and I would say art 
it is more than a thousand men that have lost their work and if y 
counted the other labor necessary—not exactly directly in the mines— 
it would probably run to 2,000 for the State of New Mexico. Then 
there is the loss of 5,000 tons » month of zinc to the country. 

The Cuarrman, What do you think of the plan of the State Depart 
ment and other Government bureaus preached and announced several 
times, that there will be a realinement in the labor and the industrial 
pattern in the Nation due to these so-called Reciprocal Trade Agree- 
ments, but that when men are out of work in certain areas, they will 
be trained for other types of work? What do you think of such a 
plan ? 

Mr. Tayxor. I know that there are ghost towns. I have seen them 
where those men were dispersed because of lack of an industry. I can’t 
say where they ever went to but I have seen the ghost towns in the 
mining districts. 

The CHamman. What do you think of this plan to train these 
miners for some other type of job? Do you think they could go to 
Detroit or some other place and go into business ? 

Mr. Taytor. They just don’t do it. 

The Carman. I think that is all, Mr. Taylor. The committee 
is very appreciative of your testimony here this morning. 

Mr. Tayior. And I wish to thank you for the opportunity to 
testify. 

The Cuamman. We will now have about a 5-minute recess for the 
benefit of the reporter. 

(Short recess had.) 

The Cuamman. The meeting will be in order. The next witness 
will be Mr. Sam Williston. Mr. Williston, will you identify yourself 
for the purpose of the record. 


STATEMENT OF S. H. WILLISTON, EXECUTIVE VICE PRESIDENT, 
CORDERO MINING CO. 


Mr. Witutston. My name is S. H. Williston. I am executive vice- 
president of the Cordero Mining Co. with operations in Oregon, Cali- 
fornia, and Nevada. We are primarily mercury producers and for the 
last 15 years we have been 1 of the 3 principal producers within the 
United States. 

The Cuarrman. Mr. Williston, will you just proceed in your own 
way to make any statement you care to and then we will have a few 
quest ions to ask you? 

Mr. Wituisron. In addition to being in the mining industry, I have 
served on a good many advisory councils in Washington. From 1946 
until its cancellation in the fall of last year, I was a ‘member of Muni- 
tions Board Advisory Council on nonferrous metals and was chairman 
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of the Mercury Subcommittee and chairman of the Antimony Sub 
committee. Throughout the existence of the National Miner ‘als Ad- 
visory Council of the Department of the Interior, I was a member of 
that Committee as chairman of its Mercury Committee and as chair- 
man of its Alloy Committee, as vice chairman. In the absence of the 

airman I was acting chairman of the committee in the period imme- 
diately after the opening of the Korean conflict in 1950. 

For a time I also served as—— 

The Cramman (interposing). At this point I feel that perhaps we 

ould go off the record. 

(Discussion off the record.) 

The Cuamman. Let the record show that Congressman Martin of 
Iowa is sitting with the committee and is at liberty to ask any ques- 
tions that the Congressman wishes to. 

You may proceed, Mr. Williston. Pardon the interruption. 

Mr. Witutston. For a short time after the Defense Minerals Ad- 
ministration was formed, I was Chief of the Supply Division of that 
organization until it was transferred to the Defense Materials 
Procurement Administration. 

Tam also Chairman of the Strategic Metals Committee of the Ameri- 
can Mining Congress and have been for some 10 years. 


HISTORY OF MERCURY INDUSTRY 


If I may, I would like to go rather quickly over the history of the 
mercury industry of the last 10 years, not because the mercury in- 
dustry itself has any dollar value, but merely to show the results of 
the continuance of past mineral policies and what may be expected 
for other metals now produced in the United States. 

The Cuarrman. Mr. Williston, this committee is empowered to de- 
termine the availability of strategic minerals and materials, of which 
the mineral mercury is one, in time of war and for the use of our ex- 
panding economy and for our national security. 

Will you please include in your testimony, a statement as to any 
areas besides our own Nation that in your opinion will be available to 
us in time of war. Also, it would be appreciated if you would enumer- 
ate the conditions you think must be adopted by Congress to encourage 
or establish any incentive for the domestic production, not only of 
mercury but other strategic and critical minerals. 

Mr. Wuuuisron. Thank you, Senator, I will try to do that and I 
think this brief history of the mercury industry will point out exactly 
what is happening, exactly what other metals will suffer. 

Prior to 1939 the domestic mercury industry produced approximate- 
ly a half of the United States requirements. When World War II 
opened, both Spain and Italy were members, either active or inactive, 
of the Axis Nations. 

The price of mercury rose and within the brief period of 4 years 
we not only became able to supply all of our own domestic require- 
ments as of peacetime, but also to supply the total wartime require- 
ments of the United States and in addition to supply the wartime re- 
quirements of Russia. 

The Cxarrman. This was when Russia was our ally? 

Mr. Wiiuiston. This was when Russia was our supposed ally. 
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Production rose and in the winter of 1943, we were producing at the 
rate of 60,000 flasks a year or some 10,000 more than consumption. 
All domestic contracts were canceled arbitrarily although most foreign 
contracts were allowed to continue to their normal conclusion. By 
1945 ; 

The CHamman. What brought about this cancellation policy? 
What agency or department of the Government issued the cancel- 
lations ? 

Mr. Wituiston. Metals Reserve canceled the contracts. None of 
the major producers in the United States were ever even granted a 
contract of any continuity. The smaller units were. 

Foreign producers in Canada were granted a contract and those 
contracts were allowed to run through. 

Immediately at the end of 1943, production started declining rap- 
idly, prices were dropping as much as $10 per flask per hour in the 
quotations. 

At the end of 1945 when the war was over, Spain, who is a principal 
producer of mercury with the largest and highest grade reserves, 
and Italy, which is the other large producer, were greatly concerned 
because the United States was self-sufficient in mercury. 

The cartel, and it was then a cartel, adopted the policy of reducing 
prices to destroy the American industry and made publication through 
the London papers to that effect. 

The price dropped rapidly. They drove it down to the levels of 
the depression. It got as low as $40. 

The Cuarrman. When was this publication issued ? 

Mr. Wiuiston. The publication of the cartel, I believe, was in 
1946 in the London papers. That was placed in the records of the 
House Mining Subcommittee of the House Committee on Insular and 
Interior Affairs. It is on record there. 

The price of mercury declined in accordance with the policy of the 
cartel and got as low as $40. 

That~ would be the equivalent, referring to lead, of 214 cents per 
pound, delivered in the United States. 

Another feature which the cartel adopted at that time was the 
absorption of the United States tariffs. 

They had a two-price system. Mercury sold in Europe at one price 
and for shipments to the United States, it sold at a price of $19 less, 
absorbing the tariff completely. There was a provision, however, in 
the contract on shipments to the United States that stated that the 
purchaser must agree not to reexport. : 

It is quite clear to see the natural results of a price cut like that. 
Domestic production fell, from a rate of 60,000, which is somewhat 
higher than the chart here shows, to the lowest level of production 
of mercury since 1847. 

When the Korean war started, we had essentially no domestic mer- 
cury production. One mine was operating at about the break-even 
point. 

The cartel, by inference, gave the domestic industry to understand 
that as long as they stayed insignificantly small, they would be per- 
initted to exist. 

Another publication of the cartel in the London papers at about 
that time said that “now that we have eliminated American produc 
tion of mercury, we feel that we can raise the price.” 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 127 


Phe CuarrMan. At that point, from the record could it be said that 
there has been in various fields, and confining ourselves for the moment 
to the mineral field, a deliberate attempt to eliminate American in- 
dustry and then after the industry is either eliminated or cut down in 
size, the price is again raised to what the traffic will bear 4 

Mr. Witiisvon. Exactly, Senator, and that is just exactly what 
happened in the mercury industry after the industry had been whittled 
down to $1Ze. 

The Cuarrman. And the customer in the long run suffers from that 
policy ¢ 

Mr. Winutston. Oh, yes. When the Korean war opened, the price 
of mercury again went up. It rose to prices similar to ones in World 
War II. 

The difference was that the domestic industry had been bankrupted 
in the period between 1943 and 1950, and having once been burnt, had 
no inclination to go back into the industry where they had already 
suffered such disastrous losses. 

The Cuarrman. The mines had been closed during that interim / 

Mr. Wituiston. The mines had been closed. Every operating com- 
pany had suffered losses and most of them were completely bankrupt. 
When the price rose and when the demand for mercury increased, few 
of those mines were reopened. 

In most cases the machinery had been sold or discarded; the com- 
pany was bankrupt; the mine was filled and caved and the attitude of 
the United States Government was that they did not want a domestic 
mercury industry. 

They gave it no encouragement whatsoever and told us repeatedly 
that “We do not want nor do we need domestic mercury.” 

Che CuatrMan. Then at the point where these mines are caved or 
filled with water—— 

Mr. Wiuiston. Yes. 

The Cuarrman. Is that ore for all practical purposes, or a large 
amount of it, lost forever to American industry ? 

Mr. Wiuiston. I would say, “Yes,” particularly for this reason: 
When a mine is faced with a shutdown, they will try and extract the 
higher grade ore that is left and take anything that they can make a 
profit out of before they finally drop it. 

The Cuarrman. Without any further exploration / 

Mr. Wittiston. Without any further exploration or development 
so that you might say that there is no indicated or proven ore in any of 
these mines because no development was carried on. They took the 
last little bit of high grade and let it fill. 

The industry would be faced with a large expense to go in and 
reopen, and start toexplore. They have no assurance that they would 
find minable ore. 

I am sure it is there in an average case but in an individual case, no. 

The Cuarrman. Let me ask you this question at this point: In 
mercury mining especially but with respect to mining of all minerals 
in general, if exploration is not continued ahead of the mining, you 
would run out of ore in any mine ¢ 

Mr. Wituistron. Oh, yes. 

The Cuarman. In your mercury mine it is especially hazardous 
because many times ore occurs in kidneys or localized deposits, is that 
not true ¢ 
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Mr. Wiiuisron. Yes, sir. 

The Cuarrman. Is it the experience of the mining industry that 
while these kidneys or localized deposits are found, they occur i) 
isolated instances and there is no assurance that you will find them 
but you nearly always do ¢ 

Mr. Wiuutsron. That’s right. 

The Cratroman. But it is a gamble and a good gamble that you 
will find them if you are in the mining business in that field ¢ 

Mr. Wituiston. That is exactly the case. If you are in an active 
operating mine, you carry your explor ation and development ahead 
you can usually maintain an ore reserve in mercury like in many of 
these other materials, that is, if you have got the mine. But to face 
the extra expense to reopen and then look for a prospect, the chances 
are not good, 

The CHatrMan. Right at that point, and I do not wish to imterrupt 
your trend of thought—if we suddenly found the lines of transporta 
tion cut off, say from Spain, which many of our strategists believe 
will occur due to action from submarines or airplanes in world war 
1V—whatever number they choose to call it, the next one, and the 
Government found it absolutely necessary to secure local supplies, then 
they would have to put up the necessary amount of money to open 
these old projects and start exploration work, would they not? 

Mr. Wituisron. They would have to expend many times as much 
money as the industry would have spent if they would have been able 
to work on a continuous basis. 

It would be very wasteful and almost impossible to find the spe 
cialist who had been in the mercury industry and get them to go back 
into it. They wouldn't be available. 

The CHamman. Like the watch industry or precision-instrument 
industry ¢ 

Mr. Witutsron. Very similar. 

The Cuarman. It would be true in the machine-tool industry, the 
precision-instrument industry, the watch industry, that these skilled 
workers scatter and there are no young men going into those in 
dustries ¢ 

Mr. Witziston. That is quite true. It is especially noticeable 
the skilled technical and semitechnical groups. 

Each metal is a little different. The technique in mercury fur- 
nacing is entirely different from that of any other metal. Good fur- 
nace men are few and far between. If you train none, you shut down 
the industry and when you want them, furnace men aren’t around and 
a furnace operator can make or break a mercury operation. Improp 
erly run, it can let all the mercury go out into the atmosphere and 
recover nothing. 

Now, continuing with this period from the history angle, again just 
last year the cartel, although it was ostensibly no longer a cartel, 
adopted a policy of absorption of duties to the United States. They 
used a different method the second time. 

On shipments of mercury to the United States, it sold on the basis 
of the British switch pound, which was about enough below the official 
exchange rate so that the duty was again absorbed. 

The Cuamman. What is the switch pound? 
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Mr. Wuutsron. It is rather_a technical one. It is quoted in the 

New York papers, and it is a method of buying British pounds here 
nd transferring them around, you can eventually get them back into 

British money to pay for imports in the sterling area. It goes at a 
discount. 

The Cuarrman. About what does that discount amount to? 

Mr. Wituisron. At the last fall it was equivalent of about $20 a 
flask. I don’t know—that would be on 180—it would be 8 or 9 percent 
discount below the official exchange rate. 

The Cuarmman. Would that mean that the British pound was really 
sold at a discount under this condition ¢ 

Mr. Wituiston. That is what it amounted to. 

The CuatrMan. What would that make the British pound? In 
stead of it being $2.80— 

Mr. Wixuisron. It might be about $2.60. 

The Cuarrman. About $2.60 ¢ 

Mr. Wituisron. Yes. 

The CuarrMan. Well, in 1948 I was in Hong Kong, and we found 
that you could buy British pounds—I knew of importers who were 
buying it at $2.60 then; you would give dollars for about $6 for Hong 
Kong money and go down to the other window and $16.50 in Hong 
Kong money would buy a British pound. That was the free market 
all over the world. It was also done in Switzerland. 

So is it customary, I will ask you from your experience, to manipu- 
late the price of money in many or most of these foreign countries for 
trade advantage ? 

Mr. Wuuiston. I don’t know whether it is a general policy, but 
it was very definitely utilized in the mercury proposition here so that 
they could sell in the United States at a discount and still not be ac- 
cused of dumping. It was a device for absorbing the American duty, 
that is what it was. 

The Cuatmrman. Well, isn’t it the same device that is often used 
when trade agreements are made by this Nation? We will say to 
France or Italy or Chile or the sterling bloc that when they do lower 
tariffs on certain materials in return for the lowering of the United 
States tariff on some exports of their own into this country, they then 
change and create a new price on their currency for that particular 
proposition, and in effect put a tariff on the currency ? 

Mr. Witutstron. I know it was done once. I suspect that the Span- 
iards did not originate it, and I assume it has been done a great many 
times, but we were the ones that suffered in this particular case, so I 
remember that case. 

The Cnatrman. All right, Mr. Williston, go ahead. 

Mr. Wiutuistron. The switch pound price gradually changed so that 
the discount finally went out of the picture. 

In the meantime with the increased world price on mercury, the 
domestic-mercury production increased slightly but as of the present 
time consumption is running in the neighborhood of 50,000 or 60,000 
flasks a year and domestic production is slightly above 1,000 flasks 
a month, or 12,000 a year 

Although we were self-sufficient in 1943 and could supply all the 
mercury for ourselves and Russia, we are now dependent on Italy and 
Spain for 80 percent of the present mercury consumption. 

39888—54—pt. 10-——10 
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Now, during that period of time our own Government has made 
not only no effort to increase domestic-mercury production despite 
our dependency upon foreign ‘sources, but has used almost every 
facility to discourage domestic-mercury production. All of the pur- 
chases for the United States stockpile are foreign purchases. To the 
best of my knowledge, there is not 1 pound of mercury in the United 
States stockpile of domestic origin. 

The Cuarrman. I was going to ask you that question. Did the 
stockpile program include purchases from domestic producers ¢ 

Mr. Wituiston. No, the only domestic mercury which might possi- 
bly be in that stockpile would be in the metal which was taken over 
from the Metals Reserve Company at the end of the war. There may 
also be a carload or two of domestic mercury that was purchased in 
1940 that eventually got into the stockpile, but that is all. 

There has not been 1 pound of mercury purchased by the United 
States Government stockpile since 1943 from a domestic producer. 

The CHarrmMan. Then the direct order of Congress that is con- 
tained in Public Law 520, which has been described so ably this morn- 
ing by Congressman Martin, has been absolutely ignored ? 

Mr. Wituisron. Absolutely ignored. I will even go a little farther. 

Last fall there was a rumor that the Government would have to 
purchase some additional stocks of mercury. I wrote to the Emer 
gency Procurement Service and asked for permission to bid. They 
advised me that they were not considering any purchases of mercury, 
and 30 days later I learned from our brokers in New York that the 
Government was negotiating for purchases from foreign sources. 

The Cuarrman. Let me ask you this before you go ahead. ‘These 
foreign-aid programs, which started with UNRRA a good many 
years ago, and progressed through the Marshall plan, ECA, MSA, 
and now FOA, where did these agencies purchase their mercury for 
the stockpile ? 

Mr. Wiutston. Italy. 

The Italian mines are in northern Italy. They are in districts of 
Italy which are now carrying a high percentage of Communist votes— 
I think it is something like 35 to 40 percent, and some of those districts 
are controlled by the Communist Party. 

The mercury which we have been putting in the stockpile was pur 
chased with exchange lira from the mines which were largely oper- 
ated by Communists or Communist sympathizers, and the purchase 

of mercury from domestic mines was refused. 

Now, there is one thing I would like to point out in connection with 
the so-called Reciprocal Trade Act. There was never a cut in the 
tariff on mercury. ‘The reason there was no cut was that Spain was 
not eligible to participate in the reciprocal-trade negotiations because 
some of our more radical thinkers in Washington felt that Spain 
was not to be trusted under any conditions. 


COMPARISON OF PRODUCTION COSTS—-DOMESTIC AND FOREIGN 


Now, you might be interested, Senator, in the cost of production, 
both domestic and foreign. In the Spanish mines at Almadan, where 
there are the highest grade and the largest reserves of mercury ore 
in the world, the w age for a miner is 11 cents an hour. The corre- 
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sponding wage in the United States, not including fringe benefits, 
is ap proximately $1.90. 

The CHarrMaNn. You are talking about social security, unemploy- 
ment benefits, and industrial insurance ? 

Mr. Wituiston. All the fringes are over and above that figure. 
\ctually, they amount to 25 or 30 cents an hour. 

The CuarrMaNn. Well, the so-called fringe benetits amount to 

most as much as their wages ¢ 

Mr. Wiutuiston. No, it amounts to twice their wages. It is about 25 
ents an hour and they only get 11 cents, so that our fringe benefits 
ire twice their wages. 

Che CHarrMAN. Our labor then would have to work for nothing and 
pay you 11 cents an hour to compete? 

Mr. a ILLISTON. Something like that, yes. Now, the domestic pro- 
- ‘r can in part offset the wage differential by mechanization, by 

he - llleleae y, and by better techniques, but it is a physical im- 
oeeilniliey to offset a ratio that high. The remnants of the domestic 
mercury industry can at any minute be wiped off the map by a deter- 
mination of the European mercury cartel to cut the price of mercury 
nother $10 or $15 or $20 a flask. 

The CHarrMan. Let me ask you now at this point what I consider 
to be a very important question. Many times we hear speakers on 
. platform and speakers in Congress say that of course with our 
better techniques and methods that we have developed, we can out- 
produce any foreign nation. 

Isn't our technique, our machinery, and our know-how available to 
any American producer who would go to Spain or South Africa or 
Italy or any foreign nation and develop a mine and send the produced 
material, the mineral, back into this country? Isn’t it just as available 
to them as it is to you ? 

Mr. Wiuiston. It is, and I can give you a beautiful example. 
At the Almadan mine in Spain they are now installing a plant designed 
after our own plant in Nevada, but twice the size. It duplicates even 
in an improved manner the plant that we ourselves operate. 

The CHarrmMan. Now, take the labor that they have in Spain: Isn’t 
Spanish labor, after training, just as efficient as our own workers? 

Mr. Wutuiston. I have never had Spanish workers. I have used 
South American Indians and when properly trained I think the high 
country Indian down there is well able to compete. 

Now, I will ge a little further on that. In Spain they are using 
Spaniards and some Basques in the Almadan mine. We, as you 
know, operate in Nevada up in the Basque area near the Oregon and 
Idaho line. We would prefer Basque miners so that you might say 
the only difference between the manpower used in the Almadan mine 
in Spain and the manpower used in the Cordero mine in Nevada is a 
trip across the ocean because they are exactly the same type of miner 
and they are capable of exactly the same type of work. We would 
like to have more miners like the Spaniards. 

The Cuatrman. Then the only real difference in the cost of produc- 
tion when they do install this new machinery which is available to 
them—as a matter of fact, the taxpayers in this country have paid 
for a great deal of the machinery going across the ocean to be in- 
stalled in foreign countries to complete with this Nation—is in the 
wage per hour or per day that you pay the workers ? 
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Mr. Wituiston. That and the management—what little technica] 
difference that might come out in the management—but they can 
come over and hire our American engineers just as well as we can. 

The Cuarrman. Well, can’t an American manager go to Spain just 
as well / 

Mr. Wituiston. Oh, ves, yes. 

The Cuarrman. I would like to say this in reference to some of these 
foreign nations. In 1948 I was in South Africa in Johannesburg, the 
capital of that particular province, and I became acquainted w ith the 
officials there. I was practically offered a concession in manganese 
and chromite if I would organize and come in and establish a branc h 
of the mining industry there. 

If I had been 20 years younger and not a Senator, I think I would 
have stayed and established it. My remark on the Senate floor about 
it was that if I had wanted to put up a mill and install mining machin- 
ery, it would have been even better than some of the mills and ma- 
chinery in our own country because it would have been newer and have 
all the new techniques. Then we would bring in superintendents 
from Nevada and Utah or some area in the mining industry and 
fill in with 40-cents-a-day labor. Even with 50-cents-a-day labor, 
you would still save about $12 a day in comparison with labor costs 
in our country. 

So it appears to me that anybody who is talking about better methods 
and better machinery in this country is about 15 years behind. 

Mr. Wiuiston. I would say that is about right, Senator. 

The Cuamrman. Because it is available to anyone in any area. 

I don’t want to interfere with your trend of thought, Mr. Williston. 
You are a good witness. 

Mr. Wiuiston. The general situation insofar as mercury is con- 
cerned at the present time is that Italy and Spain, through concerted 
action, can close down the whole industry overnight if they so desire. 

We have in our stockpile a rather sizable amount of mercury. If 
anyone is interested in finding out what it is, all he has to do is add up 
the production and import figures, the consumption figures, and take 
the difference. 

Actually on the charts which your staff has prepared, by the use 
of a ruler and three minutes of time, you can determine the stockpile 
of any mineral that you have got a chart on so that there is no secret 
about the amount that is in the stoc kpile—anybody can do that. 

The Cuamman. Let me ask you this: You were speaking of cartels 
and I think it is very important that they should be described for this 
record, as a cartel can shift production to any place they want to 
shift it. 

What is the name of this cartel or are there any known persons and 
companies connected with it that can identify it? 

Mr. Witutston. Periodically they announce the dissolution of the 
cartel. They never announce its formation. They frequently, how- 
ever, announce its dissolution and pretty soon it is operating again. 

There is no secret about who is in it. The Almadan mines in Spain 
are owned, controlled, and operated by the Spanish Government. The 
president of the company, who is a political appointee, is the repre- 
sentative on the cartel. There are three of the principal mines in It: ily 
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that are also members of the cartel and the officers of those corpora- 
tions are members of the cartel. 

The CuarrMan. What is the name of the group? 

Mr. Wiuiston. It is Mercurio Europa—Mercury of Europe, trans- 
lating it. ‘That is what they call the group, the activities of the group. 
It is referred to in the papers as “The Monopoly,” and the announce- 

ents that come out merely refer to it as “The Monopoly.” 

The CratrmMan. This is the entire cartel ? 

Mr. Wituiston. That is the entire cartel, yes, and since they repre- 
sent possibly 75 or 80 percent of the world production, they can set 

: price wherever they want it. 

'T heir habit is to drop the price periodically to run out competition 
and as soon as the competition is out, why, they jack it up as high 
as the traffie will bear. 

The Cuarrman. Mr. Williston, it is now a little past noon and we 
intend to return at 2 o’clock.’ At that time will you continue with 
your testimony and elaborate as to how the cartel operates. Also as to 
what the effect would be if Congress should adopt the International 
Trade Organization, which is an outgrowth of GATT—General Agree- 
ments on Trade and Tariffs—or allow the continuing operation of 
the International Materials Conference, working apparently toward 
the same end ? 

Mr. Wiixiston. That is a very broad subject you are asking for. 

The CHarrman. It is a broad subject but very necessary for this 
committee, If you could give us some idea of what you think the 

fect would be—this is not your last apperance before the committee, 
you might say that this is a warmup—then you would have some 
indication of the material you might be expected to send in as a 

supplemental statement or for your next appearance. 

We will now recess until 2 o’clock. 

(Whereupon, at 12:10 p. m., the hearing was recessed for the noon 
recess, to return at 2 p. m.) 


AFTERNOON SESSION 


The Cuarrman. The committee will be in order. Mr. Williston, 
will you continue with your statement? 


STATEMENT OF S. H. WILLISTON—Continued 


Mr. Wiuisron. Senator, you asked me this morning just as we 
stopped for some comments on cartels, the [TO and G ATT and Inter- 
national Materials Conference. It is a very big subject and I don’t 
think I should go into it but I can make a very brief comparison which 
may clear the air. 


EFFECT OF CARTELS, ITO AND GATT 


The Cuairman. No, I didn’t want you to describe them in detail at 
this time, but to just state the general effect. 

Mr. Wituiston. That will take only a minute. 

A cartel divides markets and controls prices and enforces its rules 
by running the offenders out of business. A combination of ITO, 
GATT, and International Materials Conference is just a government- 
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operated cartel with exactly the same objectives, exactly the same 
methods, and exactly the same results. 

I would think that a government-operated cartel would be more 
inefficiently operated than even an ordinary business cartel as they 
use them in Europe because there you can tell what they are going 
to do and if there is any way of telling what the government carte] 
might do, I don’t know what it is. 

I had only 1 or 2 other brief points which I would like to make. 
The Munitions Board or the Stockpiling Agency which is now no 
longer under the Munitions Board under Public Law 520, was re- 
quired to have, not consultants, but advisory councils. 

I don’t believe it is well known that the stockpile agency discon- 
tinued their advisory council almost a year ago now and had not held 
a meeting of many of them since 1950. I happened to be on one and 
it was never called after the beginning of the Korean war. 

In regard to the General Services Administration and the Emer- 
gency Procurement Service which are the executive branches of the 
stockpiling agency, they still have their same personnel that they 
have had since 1946; they are still following the directives which were 
given them in 1946 and their policies as now in operation, are the 
same things that we have been accustomed to for the last 6 years. 

It was brought out at the Mining Congress that is now going on 
that the Department of the Interior and the Office of Defense Mobili 
zation and the Congress agree that there is no domestic mineral policy.’ 

We all know in industry that there has been for some time a very 
fixed foreign policy and we know what that foreign policy is. 

The foreign policy as stated by the State Department and as put into 
effect by the stockpiling agency, the Emergency Procurement Service, 
is to “leave our minerals in the ground and to buy from foreign 
sources,” preferably, I believe, from those which are not available in 
wartime so that there may be saved those deposits which would be 
available in wartime. 

The Cuatrman. At that point, suppose we become dependent on the 
developed industries and deposits which are not available to us in 
wartime and others are not developed, what happens to us in wartime 
when those sources are no longer available and our own are not 
develoned ? 

Mr. Witutston. That is quite clear, we don’t get them. We don’t 
have the metals and we would lose the war. 

The Cuatrrman. Well, could it be a little deeper plan than just put- 
ting someone out of business here? Could there be an economic plan 
for the destruction of the United States which includes just that, 
making these materials unavailable to the United States in time of 
war so that submarine warfare would be more effective? 

Mr. Wriutston. We know that the Russian policy as far as sea action, 
is concerned, consists of submarines and mines. The Russians now 
have, according to reliable British sources, not less than 500 M-24 
type submarines and 150 smaller submarines. 

The Crarreman. Are those snorkel type? 

Mr. Wirutston. The M-24’s are all snorkel-type submarines. The 
24 stands for the speed of those submarines—they will do 24 knots. 

The Germans at the beginning of World War IT had only some 87 
submarines. If the Russians were to put into the seas surrounding 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 135 


our country the number of submarines which we know reliably that 
they have, there is no doubt but what the blockade situation would be 
much more serious than it was at the beginning of World War IT. 

The Cuarrman. Right at that point—in World War II I happened 
to be a special consultant with Senator Harrison on strategic metals 
and minerals under the Under Secretary of War. I used to sit with 
the War Production Board and they were worried to death because 
ss to 90 percent of manganese and chromite shipments from South 
Africa were being sunk between Africa and the United States. It 
was known that if we were unable to overcome the submarine menace 
in the first few months of the war we could easily lose the war. 

Mr. Wituiston. That is true. 

The Cuarrman. All right, go ahead. 

Mr. Wituiston. Apparently the Russians appreciate the situation 
that we are in and to the extent that they can make us more dependent 
upon distant sources, the more successful they would be in bottling 
our ports and causing extreme hardship and possibly even the loss 
ot a war. 

Now, the arms and ammunitions that the Defense Department must 
fight with are made out of metal. If we do not have an assured source 
of metal to make those arms and ammunitions, we can’t win any war 
at all and the stockpile quantities are set at arbitrary figures and we 
don’t know what true amounts are available. We don’t know whether 
they can or can’t handle the job, but over an extended period we know 
they cannot do it. 

The CHarrman. Isn't the best insurance against wartime needs, a 
going concern mining industry as well as a going concern industry 
which will produce “the materials we will need in time of war! 
Shouldn’t the size of the stockpile be gaged by or in accordance with 
the efficiency and production of the going concern mining industry 
of each particular mineral ? 

Mr. Wiuuiston. That is quite correct, Senator. If we had going 
facilities and mine operations in North America or in parts of South 
America which would fulfill our wartime requirements, we would 
need nostockpile. On the other hand, if we don’t have those facilities, 
no stockpile can be large enough to be sure to cover a possible demand. 

The Cuarman. Then this committee, in your opinion, should look 
to the best methods of establishing or continuing in some cases, a going 
concern mining industry, considering minerals ‘alone, and also a going 
concern American industr y in the U nited States to assure the produc- 
tion of materials that you need in time of war? 

Mr. Wixuiston. That is quite correct, Senator. We need sources 
of supplies which we are sure we will be able to get in time of war- 
fare, preferably from the United States but necessarily from the 
Western Hemisphere. 

The Cuatrman. Then you think from your information that the 
Western Hemisphere can probably be defended but that is about all 
that can be defended as far as lines of supply are concerned. 

Mr. Wituiston. I am not a naval expert, but from the difficulties 
they had before, I would say that you could only be certain of that. 

The Cuarrman. I am going to ‘ask you at this point: What are the 
conditions under which a going concern mining industry could be 
assured in this country, both in peace and in war? : 
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Mr. Wiuiston. There is really only one basic assumption. The 
price must cover the cost of production with a reasonable profit after- 
ward. No mining system can operate in the United States or any- 
where else without the expectations of a reasonably stable price, a 
price which will return enough profit to cover the risk. 

The CHatrman. Let me ask you this: Naturally no Congress is 
likely, in my opinion, to try to protect you against domestic competi- 
tion, that is. competition within the Nation. That is something that 
was established very early in the game, that every individual has 
the right to go into business, but you do not need protection against 
your own competitors within this Nation; what you need then is some 
system laid down by Congress that would protect you against unfair 
competition, that is to say, against sweatshop labor competition and 
where production is carried on where labor costs are only a very small 
percentage of ours. 

Then what are these conditions that Congress might lay down that 
would assure against unfair competition from abroad which would 
shut down your industry ? 

Mr. Wituisron. There are three possible solutions, but in my opin- 
ion only one is a workable proposition. 

As T pointed out previously, in our own quicksilver industry, we 
have $1.90 a hour against 11 cents an hour. We and every other mine 
in the United States is a marginal mine in that respect. In other 
words, the cost of operation is so high that they have turned our mines 
into marginal mines. 

The CuatrMan. Marginal when you consider—— 

Mr. Wituiston (interposing). When you consider the cost of labor. 

The CrarrMan. I think earlier in your testimony you agreed with 
the premise that our machinery is now, not only available to all other 
countries, but we have paid for a lot of it for them, too? 

Mr. Wituiston. That is true. 

The Crarrman. And the taxpayers have paid for it through - 
Marshall plan or ECA or Mutual Security and are still paying for i 

Mr. Wiiutsron. I think I can answer your question right now. 

The CuHatrMan. How could we revert to a policy or plan laid down 
by Congress so that producers of any materials in this country could 
be assured against sweatshop or low cost labor and only be competing 
with people in this country, as far as keeping you in business is con- 
cerned ¢ 

Mr. Wituiston. I would say in that regard that the mineral indus- 
try as a whole in this country cannot continue to exist without a 
tariff or excise or equalization fees of some sort and that if it does 
not exist and we get into a war with some foreign power such as Rus- 
sia, we stand an excellent chance of losing that war. 

So to make a comparison, I think that Congress has the choice of 
either providing adequate tariff protection for the metal and mining 
and similar industries here in the United States or facing the proba- 
bility of a war which we cannot win. 

The Cuamman. W ell, now, you are familiar of course, with the 
1934 Trade Agreements "Act which shifted the constitutional legisla- 
tive responsibility of setting such duties, imposts, and excises as 
referred to in the Constitution to the Executive. The Executive, in 
turn, has relied on the State Department for 20 years to make trade 
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agreements with any nation they care to through the most favored 
nation clause, which lowers tariffs to all other nations without any 
compensatory lowering of restrictions by them. 

Now, what should we do with that 1934 Trade Agreements Act? It 
has now been extended until June 1954. 

Mr. Wituiston. That is what I referred to as the so-called Recipro- 
cal Trade Act. The sooner it dies, the sooner there is a chance for the 
domestic mining industry to go back to work. 

Now, I might point out there, Senator, that under the Reciproca) 
Trade Ac t ther e were cuts in tariffs but under the inflationary policies 
there were further cuts which far more than wiped that out. 

For example, lead had a tariff of roughly 40 percent ad valorem 
and not in cents per pound in 1939 and we were self-sufficient in lead. 
At the present time we have a tariff on lead of less than 10 percent and 
we have to import as much lead as we produce. Now, the same thing 
goes for all of the other metals. 

The CHamman. That goes for all materials, such as watches, etc.? 

Mr. Wuuiston. Yes. 

The CuarrMan. And that ad valorem duty, whenever that is ex- 
pressed in terms of cents per pound or in dollars per hundredweight, 
or whatever expression is used, being a definite amount per unit, then 
inflation comes along and the v: alue of the dollar, the purchasing 
power of the dollar goes down 50 percent, you have ai cut the 

tariff 50 percent and you haven’t changed the amount of the tax, isn’t 
that true? 

Mr. Wituiston. That is true. We have cut all of our tariffs without 
regard to the Reciprocal Trade Act to a third of what they were and 
then the Reciprocal Trade Act has cut them to a fourth of that, so that 
in many cases they are about one-seventh of what they were. 

Now, when we had the higher tariff we were self-sufficient. We 
have essentially no tariff protection for the metal-mining industry at 
present and pr ‘actically every mine in the United States is a marginal 
mine because of those increased costs in the face of foreign competi- 
tion. 

The Cuatrman. Most of the operating properties in the United 
States at the present time have taxpayers’ money invested in them 
in some form, do they not? Either with short amortization periods or 
guaranteed prices and Government loans of some kind? 

Mr. Wiiutston. I would say that a very high proportion have, unfor- 
tunately. 

The CHatrman. And many other businesses have too. But con- 
fining ourselves to the mining industr y, if this 1934 Trade Agreements 
Act is allowed to expire next year, then the regulation of the duties 
tariffs, or import fees, whatever they are called, reverts to the T ‘ariff 
Commission which is an agent of Congress. 

Mr. Wuuiston. That is correct. 

The Cuarmman. The Tariff Commission, in all cases where not cov- 
ered by trade agreements, has the right to raise or lower those tariffs 
in accordance with what be fair and reasonable competition ? 

Mr. Wituiston. That is correct. 

The Cuamman. That is your understanding ? 

Mr. Wiuuiston. That is correct. 

The Cuarrman. Now, it may be due to the condition of inflation 
that you have outlined and also the action of the State Department. 
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You will remember that they have lowered some of the duties three- 
quarters of the amount 

Mr. Witutston. That is right. 

The Cuarrman. That existed in 1934 because there have been 2 
periods of 50-percent reduction. That is, the law allowed 50-percent 
reduction and 50 percent again would be 75 percent. 

Mr. Wiiuiston. And the inflation factor takes 50 percent or 6624 
percent off that. 

The Crairman. That is correct, so that in your opinion the Con- 
gress of the United States would have to give the Tariff Commission 
full responsibility of adjusting duties, imposts, and excises, as men- 
tioned by the Constitution of the United States, tariffs and import 
fees as now commonly referred to, on the basis of fair and reasonable 
competition and without limit, just as the [CC—the Interstate Com- 
merce Commission—sets freight rates on a basis of a reasonable return 
on the investment. 

Is that your idea? 

Mr. Wixuston. There are probably many ways that the Tariff 
Commission could do it. The problem there becomes one of political 
feasibility, the determination of the Senate and the House and their 
instructions to the Tariff Commission, and second, the personne] of the 
Tariff Commission. 

If the reciprocal trade acts were repealed and the power put 
back under the Tariff Commission under the direction of the Senate 
and the House, with the proper understanding on their part of the 
importance of metals in military defense in these times when we have 
a Sword of Damocles hanging over our head, I think that the mining 
industry as a whole would have every degree of expectation of re- 


ceiving the support it needs, Sm successfully, and supply the 


needs for metal that the country has to have. 

The Cuarrman. Just to clarify that one step further. This com- 
mittee is charged with the responsibility of reporting back to the 
full committee and then to the Senate recommendations that will 
most likely make available the strategic and critical materials and 
minerals needed by the United States in wartime; therefore, we are 
particularly interested in the opinions of men like yourself, actual 
producers, as to what these conditions should be. 

Now, you understand that if Congress laid down a policy upon 
which the Tariff Commission should adjust excises and tariffs, that 
should be on a basis of fair and reasonable competition. The 
political beliefs of the members would probably be unimportant be- 
cause when any person, any responsible person, is willing to swear 
that they are not following that policy, the congressional committee 
can invite them to come before it in about 24 hours, and it has been 
my experience that no Government agency or commission likes to go 
before a committee so that there wouldn’t be very much trouble in 
having them carry it out. 

Mr. Wuuiston. That is right. 

The CHarrman. But the policy must be laid down by Congress; 
isn’t that the idea? 

Mr. Wiuiston. Yes, the policy should be laid down by Congress 
and the Commission should obey the orders of the Congress and the 
rules of the policy and not do as the stockpiling group and the GSA 
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have—completely ignored many of the basic proposals in Public 
Law 520. 

The CuHatrrman. Of course, I know no remedy against both the 
resident and the Bureau. 

Mr. Wituiston. That is true. 

The CHaiRMAN. Right at the moment, however, it is a little different 
organization and I think if a principle laid down by Congress to 
be exercised by an agent of Congress, whether it is called the Tariff 
Commission, Foreign Trade Authority, or whatever it may be called, 

; allowed to stand awhile without Congress continually bringing up 
the matter on the floor, then confidence would be established in the 
producers and in the investors and the workingmen to the point 

t they would again make some effort to find minerals and mine it. 

\ir. Witiston. That is true. Now, if there were adequate tariff 
issurance of price so that we could intelligently plan, I have no doubt 

n my own mind at all that the quicksilver industry of the United 
tes could again do what it did just 10 years ago and make the 
ountry self-sufficient. 

If there is no such assurance, we can continue to count on something 
less than 20 percent of our requirements subject to complete termina- 
tion from foreign sources at any time. 

The CuHatrmMan. At least you would be in a position—the mining 
industry would be in a position so that if an emergency arose, you 
could immediately speed up production. 

Mr. Wituist0on. That is correct. 

The Cuarrman. And you believe that the United States, or at least 
the Western Hemisphere could become self-sufficient again under 
proper circumstances ? 

Mr. Wittisron. I am most familiar with mercury. TI have no ques- 
tion in my mind at all that we can do the job there. ©; others we can 
do f very splendid job and come very close to it, close to that objective. 

Che Caamman. Mr. Williston, I want to thank you for coming here, 

ind right at this point I am going to ask the reporter to make part of 
the record the Foreign Trade Agreements Act. It is No. 1351 in the 
United States Code Annotated, USCA-19 Custom Duties, page 790, 
entitled “Foreign Trade Agreements” as indicated here on page 790, 
down to about the middle of page 791. That can become a part of the 
record and it shows that the words “reciprocal trade” do not occur 
in the act. 

Sec. 1351. Foreign trade agreements—<Authority of President; ramification of 
duties; altering import restrictions. 

(a) For the purpose of expanding foreign markets for the products of the 
United States (as a means in assisting in the present emergency in restoring 
the American standard of living, in overcoming domestic unemployment and the 
present economic depression in increasing the purchasing power of the American 
public, and in establishing and maintaining a better relationship among various 
branches of American agriculture, industry, mining, and commerce), by regulat- 
ing the admission of foreign goods into the United States in accordance with the 
characteristics and needs of various branches of American production so that 
foreign markets will be made available to those branches of American production 
which require and are capable of developing such outlets by affording corres- 
ponding market opportunities for foreign products in the United States, the 
President, whenever he finds as a fact that any existing duties or other import 
restrictions of the United States or any foreign country are unduly burdening 
ind restricting the foreign trade of the United States and that the purpose above 
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declared will be promoted by the means hereinafter specified, is authorized from 
time to time— 
(1) To enter into foreign trade agreements with foreign governments or 
instrumentalities thereof ; and 
(2) To proclaim such modifications of existing duties or other import 
restrictions, or such additional import restrictions, or such continuance 
and for such minimum periods, of existing customs or excise treatment of 
any article covered by foreign trade agreements, as are required or appro 
priate to carry out any foreign trade agreement that the President has 
entered into hereunder. No proclamation shall be made increasing or 
decreasing by more than fifty per centum any existing rate of duty or trans- 
ferring any article between the dutiable and free lists. The proclaimed 
duties and other import restrictions shall apply to articles the growth, 
produce, or manufacture of all foreign countries, whether imported directly 
or indirectly: Provided, That the President may suspend the application to 
articles the growth, produce, or manufacture of any country because of its 
discriminatory treatment of American commerce or because of other acts 
of policies which in his opinion tend to defeat the purposes set forth in this 
section ; and the proclaimed duties and other import restrictions shall be i; 
effect from and after such time as is specified in the proclamation. The 
President may at any time terminate any such proclamation in whole or j 
part. 


CUBA: PREFERENTIAL CUSTOMS TREATMENT 


(b) Nothing in this section shall be construed to prevent the application, with 
respect to rates of duty established under this section pursuant to agreements 
with countries other than Cuba, of the provisions of the treaty of commercial 
reciprocity concluded between the United States and the Republic of Cuba on 
December 11, 1902, or to preclude giving effect to any exclusive agreement with 
Cuba concluded under this section, modifying the existing preferential customs 
treatment of any article, the growth, produce, or manufacture of Cuba: Prowided, 
That the duties payable on such an article shall in no case be increased or 
decreased by more than 50 per centum of the duties now payable thereon 


DUTIES AND OTHER IMPORT RESTRICTIONS DEFINED 


(c) As used in this section, the term “duties and other import restrictions” 
includes (1) rate and form of import duties and classification of articles, and 
(2) limitations, prohibitions, charges, and exactions other than duties, imposed 
on importation or imposed for the regulation of imports. (June 17, 1930, ¢. 497, 
Title III, Sec. 350; June 12, 1934; c. 474, Sec. 1, 48 Stat. 943.) 

Now, this is simply an act transferring the constitutional respon- 
sibility of Congress over to the State Department to do as they will 
about agreements with foreign nations. Trade agreements? They 
are actually not trade agreements but agreements to lower tariffs. 

Then when these agreements are made, they can be made by the 
judgment of the President of the United States. When he believes 
the overall picture or the averaging of the economic structure of for- 
eign nations with ours is good for the United States, there is nothing 
in the act to prevent him from doing it for that reason, if he considers 
it good policy. He can average the wages between those nations and 
our own because Congress, under this act, has no check whatsoever on 
the State Department. They cannot review anything that the State 
Department does. 

Now, we thank you very much, Mr. Williston, for your appearing 
here today. 

Mr. Wiutston. Thank you, Senator, for the opportunity to appear. 
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FURTHER STATEMENT OF S. H. WILLISTON, EXECUTIVE VICE 
PRESIDENT, CORDERO MINING CO., THURSDAY, OCTOBER 22, 1953, 
WASHINGTON, D. C. 


Mr. Wrutston. My name is S. H. Williston, executive vice presi- 
leut of the Cordero Mining Co., principal mercury producer in the 
State of Nevada, and 1 of the 3 ’ principal mercury producers in the 
United States. I am also chairman of the Strategic Minerals Com- 
mittee of the American Mining Congress; councilor of the Mining and 
Metallurgical Society of America; vice president, Oregon Mining As- 
sociation; vice chairman of the Western Governors’ Minerals Advis- 
ory Council; a member throughout its existence of the Nonferrous 
Metals Advisory Committee to the Munitions Board and Chairman of 
the Subcommittee on Mercury and Antimony; a member throughout 
its existence of the National Minerals Advisory Council of the De- 
partment of the Interior and Chairman of its Alloy Committee; and 
for a short period Acting Chairman of the Council. Also formerly, 
for a brief time, Director of the Supply Division of the short-lived 
Defense Minerals Administration. 

Originally I had planned to appear before this committee so I might 
present to it the history of the mercury industry in the United States as 
an example of what would and in fact was happening to the other 
metals which we produce in this country. 

After hearing some of the testimony already given to this commit- 
tee, it appears to me that it is far more important that information 
be given this committee covering a much broader territory than an) 
affecting one little insignificant metal. It is not necessary to point out 
at this time the seriousness of the situation which faces the metal min- 
ing industry in this country. Statistics have been made available 
which show that we have only 10 percent of the operating mines that 
we had 14 years ago. There probably are not in excess of 900 operat- 
ng metal mines in this country which could show a profit. Our anti- 
mony production is gone. Zine production is faced with 3314 percent 
or greater cutback. Lead production will decline with zine. 

I'o those in the industry it is self-evident that when the current 
production of Chilean copper is made available, there is only a possi- 
bility that the price can be maintained at 24 cents. It is quite possible 
that copper prices may go to 20 cents, possibly even lower, and any 
such price for this metal “will have a drastic effect upon the operation 
of domestic copper mines. There is no doubt but that within the last 9 
months we have lost more in potential production than was gained 
by all of the efforts of the Defense Minerals Administration and the 
Defense Minerals Procurement Administration which obligated some 
$5 billion of Government funds to increase supply. 

The testimony submitted by the Bureau of Mines yesterday morning 
is most gratifying. It shows clearly that if we were to seriously en- 
deavor to develop the mining industry of the Western Hemisphere we 
could become entirely independent of overseas sources in time of war, 
except for the single item of industrial diamonds. For once we are 
hearing what industry has felt for years—facts in direct contradiction 
to the fallacies of the Paley report, the outright misinformation of the 
United States State Department and the weak thinking of our foreign 
economic administrations. It was with the greatest of pleasure that I 
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heard the speech of the Secretary of the Interior day before yesterday 
when he said we needed a “going” mining industry, but I fear the 
Secretary hardly realized how truthfully he spoke. We have a going 
mining industry but it is going in accordane e with the terms of the 
auctioneer when he says, “Going, going, gone.’ 


NEED FOR MINERAL POLICY 


Senator Martone. I understood him to say we wanted a going con- 
cern mining industry. 

Mr. Wuuiston. It is going all right. 

It is high time that we face the facts and try and rectify an adminis- 
trative hodgepodge of pseudo mineral policies and lack of mineral 
policies. It was only a month ago that the Assistant Director of the 
Department of the Interior admitted that we had no mineral policy, 
and I agree entirely with him in that statement, providing that he 
would add “intelligent” to the few words he used in that description. 

Within the administrative branches of our Government we have had 
40 different agencies with their fingers in the mineral pie. No one of 
these agencies had any authority to set mineral policy but each and 
every one of these agencies had ample power to see to it that no policy 
would be decided upon. Actually, we do have a mineral policy. We 
have a mineral policy that is absolutely in accord with the best desires 
of the Kremlin. That policy is.to “leave our own minerals in the 
ground and to purchase from foreign sources which would not be 
available in time of emergency. 

No Government agency will admit this is the policy but the opera- 
tions of every dep: wrtment is in accord with that policy, almost without 
exception. The question that is immediately raised is “Is this by 
accident?” Is it possible that through inefficiencies and muddy think- 
ing we could have drifted into a policy which would assure our defeat 
in times of extreme emergency? The assumption by the mineral indus- 
try up until now has been that it was an accident. 

It is becoming increasingly clear that this policy which would lead 
us to destruction was no accident. It was planned. In this respect | 
am not accusing any high official either in present or past administra- 
tive agencies of deliberately foisting upon the American people such a 
treasonable policy, but there is now beginning to become apparent the 
fact that officials of lower categories, some of whieh were in the pay of 
the Russian Communists and some of which may well have been 
innocent followers of those individuals, have seen to it that the policy 
was presented to fill a vacuum, and that policy was to the detriment, 
not the advantage, of the United States. 

Prior to 1946 Russia was our ally, unwilling possibly, but neverthe- 
less it was to their advantage that the United States remain strong. 
Since that time the contrary has been true. What has occurred since 
1946 to implement the Russian design ? 

Recent copies of the Jenner Committee report have shown clearly 
that the Board of Economic Welfare and the Foreign Economic Ad 
ministration, its successor agency, were heavily infiltrated with Com- 
munist influences. That same report shows that those agencies were 
transferred bodily to the State Department at the end of World 
War IT and the Minerals Divisions of those agencies contributed 
strongly to the Minerals Policy Division of the State Department. 
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The interlocking relationships between Hiss, Dexter White, Coe, and 
others in the BEW—— 

Senator Matone. What is the BEW? 

Mr. Wiuuiston. Board of Economic Welfare. 

Senator Matone. Is that Mr. Wallace’s creation! 

Mr. Wiuuiston. Yes, sir. The Treasury and the State Department, 
with extensions into the International Monetary Fund, are clear and 
it is from the minerals policy division of the State Department that 
our present program of keeping our own minerals in the ground and 
buying from the farthest foreign sources has apparently originated. 

The influence of the State Department on the President when he 
signer “with reluctance” the Stockpiling Act of 1946 because its buy- 
America clause is well known. The effect of that statement still con- 
trols the operating agencies that implement the State Department 
policy. The Emergency Procurement Service, the General Services 
Administration, and the Munitions Board have ever since that time 
followed the policy of not only not “buying American” but of de- 
liberately purchasing abroad. 

Senator Matone. You are not referring to our present President. 

Mr. Wixisron. No, this was as of 1946 when Mr. Truman signed 
the Stockpiling Act of 1946. 

Senator Martone. I think that letter has been made a part of the 
record prior to this time. 

Mr. Wiuutston. I think Congressman Martin probably put it in. 

The policies originating in the State Department of cutting tariffs 
on minerals were one of the best possible means of implementing their 
policy. The attack by the Treasury Department on the depletion 
allowances for oil and minerals, if successful, would have completely 
destroyed not only the mineral industry but the oil industry as well. 
Throughout the Government the programs of our left-wing economists 
always emphasized the importance of the elimination of tariffs, espe- 
cially on raw materials. The Paley Commission report again strongly 
influenced by left-wing economists abounds with recommendations 
that would completely hamstring our domestic and Western Hemi- 
sphere industry and make us entirely dependent on overseas sources. 
Almost every move by every agency of Government under the guise 
of international “do-gooding” has furthered the main effort to make 
us wholly dependent on overseas sources. Is it wholly by chance that 
those overseas sources are now threatened in the country of origin by 
Communist ideologies? What right in an emergency have we to 
expect continued manganese supplies from India? Is it by chance 
that there are Communist activities in the Guianas which could well 
cut off our bauxite supply? Is it by chance that our tin and tungsten 
and antimony supplies from Bolivia are controlled by a Communist 
union? Is it by chance that Mau Mau activities in Africa which may 
well spread are not connected with our dependence on African raw 
materials? One or two of these might be accidents. Two or more 
might be coincidences, but I think no one can hold that these wide- 
spread activities are other than a planned Russian program. 

Now let us examine the basis of our whole present minerals pro- 
gram. In the early days of the Korean War, every program had to 
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have the approval of the Joint Chiefs of Staff as to availability of 
foreign supply under war conditions. No attention has been given 
to Joint Chiefs’ factors since early 1951. Our whole minerals pro- 
gram is based on a directive of “limited emergency” and a definition 
of that limited emergency is that there will be “no interference with 
worldwide trade routes.” We know that the basic Russian marine 
program is based on submarines and mines. Our own metals pro- 
gram places us in a position which is 100 percent vulnerable to those 
submarines. We know that in the event of a worldwide war there 
would be drastic interference with our imports. I can draw no other 
conclusion than the fact that our present minerals program is de- 
signed on the basis that there will be no war, or that if there is a war, 
we will lose it. 

Each item fits together far too well to assume that it was other than 
“planned that way” somewhere amongst the Communist cells which 
we now know quite well have infiltrated our administrative agencies. 

Senator Manone. It is now 12:15. We will recess for lunch and 
return at 1:30, and continue with Mr. Williston’s testimony. 

(Thereupon at 12:15 p. m., a recess was taken until 1:30 p. m., the 
same day.) 

AFTER RECESS 


Senator Matonr. The committee will be in order. 

Mr. Herres, I am very much interested in your testimony but it 
leaves me a little confused in comparing with your testimony that 
there is needed some kind of a differential to equalize the production 
in the foreign low-cost labor areas and shipment into this country in 


competition with our high-wage living standard. You identified 
that equalizer as a duty, impost or excise, as the Constitution of the 
United States refers to them, or more commonly known as tariffs or 
import fees. But we have over the years been told that the customer 
is entitled to the cheapest ae whenever they can secure it. It isa 


question whether they get the advantage of the cheaper price even if it 
is manufactured and produced in those areas and sent in. 

But suppose it were? What is this duty or excise or impost that 
the Constitution speaks of, or the tariff? What is the principle and 
what. becomes of the money and about what difference would it make 
in the price’of the foreign zinc or lead since those two metals were 
your chief reference if such a duty, flexible as you suggested, to make 
up. that differential between the wage standard of living here and 
abroad ¢ 

Suppose Congress were to take back its constitutional authority and 
just not extend the 1934 Trade Agreements Act any more, as you sug- 
gested, and the Tariff Commission, an agency of Congress, would fix 
that differential on the basis of fair and reasonable competition, what 
would be the difference in the cost of the imported material, and what 
would be the difference in the cost to the public? Will you give us 
some idea? You are familiar with many statements that have been 
made that the consumers are entitled to the advantage of the low-cost 
labor production. 
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STATEMENT OF OTTO HERRES, CHAIRMAN, NATIONAL LEAD AND 
ZINC COMMITTEE—Resumed 


Mr. Herres. That is right. There are several comments I might 
make in that respect. 


EFFECT OF TARIFF ON DOMESTIC PRICES 


First, consider the tariff on zinc. The tariff on zinc is seven-tenths 
of a cent a pound, which is practically negligible, as far as the cost 
of any article made of zine is concerned. But assume that the tariff 
on zine would be increased, say 2 or 3 cents a pound. 

Senator Martone. Assume that the duty is 3 cents a pound. 

Mr. Herres. One of the largest users of zinc is the automobile in- 
dustry. I believe on the average automobile there is something like 
40 to 50 pounds of zine in a car. Assume the duty on zinc was 
increased 3 cents a pound. On 40 pounds that would be $1.20. What 
difference does it make to the consumer of a $2,000 or $3,000 auto- 
mobile if the cost of zine going into that automobile is increased by 
$1.20. 

Zine is used for galvanizing in washing machines and galvanized 
roofing. ‘The increase in the cost of the article to the ultimate con- 
sumer through a reasonable increase in duty on zinc would be so 
small that the ultimate consumer probably would not have to pay any 
increase whatever in the price. 

There is another consideration. Assume through lack of protec- 
tion our domestic mining industry of lead and zine which is the largest 
in the world is put out of business and we become entirely dependent 
on imports. Then our experience is that the price of the imported 
material goes very much higher through lack of competition from 
a domestic industry. In that case the consumer has in times past 
had to pay some very high prices for imported materials. 

[ notice in the Washington paper this morning some rather large 
advertisements for imported materials from various parts of the world 
in the department stores, but in looking at the prices, I do not see any 
of them that are what you would call cheap in the absence of com- 
petition. Then, too, when you talk of cheap goods, many people argue 
that the worker will be better off if he can get some cheap goods. 
What good are cheap goods to a man if he does not have any job? If 
we put all of these industries out of business in the heart of the coun- 
try so we can build up an import business on the seacoast, who is going 
to buy the products of these manufacturers when the workers in the 
heart of the country, in Ohio, Utah, and Oklahoma and Wisconsin, 
are out of jobs? 

Then the price will go up because the market will be limited, and 
certainly the foreigner is not going to buy the products. 

Senator Matone. Then you are trying to tell the committee that 
the price of zinc or the price of any metal when there is no domestic 
competition might be handled on a system such as rubber used to 
be handled when we paid as high as $1 a pound for rubber before 
we had any synthetic industry. Now it is down to 21 or 20 cents. 

Mr. Herres. That is what I am trying to say. When the competi- 
tion is removed, the price goes up. 

89888—54—pt. 10 —11 
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Senator Matonr. How much are you producing in the United 
States today annually, approximately ¢ 

Mr. Herres. The mine production of zinc as of now has dropped 
to less than 500,000 tons a year. 

Senator Matone. What is the consumption ? 

Mr. Herres. In the first part of 1952, before we had a price break 
through the dumping of foreign materials, the industry was running 
at the rate of 720,000 tons a year, and it was still on the increase at 
that time. 

Senator Martone. That was because the price was adequate. 

Mr. Herres. The price was adequate and the industry was ex- 
panding. 

Senator Marone. I believe you said it will decrease if the price 
remains the same ? 

Mr. Herres. It is decreasing under this low price and because of 
the foreign imports. 

Senator Matong. What is the price now ? 

Mr. Herres. It is 10 cents a pound. 

Senator Matonr. What was it a year ago? 

Mr. Herres. A year ago, at the start of the year 1952, it was under 
Government control, and the OPS considered a fair price for zinc to 
be 191, cents. 

I might add since that time there have been some wage increases 
also. So that the cost of mining and producing zinc has gone up, 
and the price has orm 50 percent. 

Senator Matong. But you were producing zinc at 1914 cents per 
pound at a profit. 


Mr. Herres. We were producing and the industry was expanding 
inthis country. There is a chance for greatly expanded zinc industry 
if the ae is reasonable. Many undeveloped areas in the West can 


expand their production. 

Senator Martone. That is what I would like to ask about pretty 
soon. But to follow that through to a logical conclusion so that 
the committee can understand it, let us assume 500,000 tons being 
produced at the present time. What is the consumption approx!- 
mately annually? 

Mr. Herres. It runs at the rate of approximately 1 million tons 
a year of slab zinc in this country. 

Senator Martone. I notice here from a chart that it runs all the 
way from 800,000 to 950,000 tons annually. 

Mr. Herres. Yes. At the present time in spite of the fact that the 
mines are closing down all over the country and mine production has 
dropped substantially, still the industries of the United States are con- 
suming zine at a very high rate. Consumption has not dropped off. 

Senator Matonr, What would that be a ton? Suppose 3 cents a 
pound were considered by the Tariff Commission to be the right 
price, that differential between the standard of living here and abroad; 
what would that amount to a ton? 

Mr. Herres. The present market price of zinc is $200 a ton. Three 
cents will increase the cost of a ton of slab zinc $60. 

Senator Martone. It would be $260 then ? 

Mr. Herres. Yes. 
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Senator Matone. If that proved to be the right price to equalize 
the differential, then where do you believe the domestic production 
would go within 2 or 3 years? 

Mr. Herres. It is the opinion of the industry that the price of zinc 
should be about 1514 cents a pound to support a healthy industry. 
But if we had that price, the industry would be healthy and we would 
produce in the neighborhood of 700,000 tons of zinc a year. Possibly 
we might increase that. 

Senator Matong. Let us say you would produce 700,000 tons. 

Mr. Herres. That would be newly mined zinc. 

Senator Martone. What is the secondary production in this country ? 

Mr. Herres. The secondary production from scrap runs 70,000 tons 
a year. 

Senator Martone. 770,000 tons. According to this chart the con- 
sumption runs from 800,000 to 950,000 tons. One year in 1950 it 
ran over a million. Suppose we say around 900,000 tons annually. 
Then you would be paying the 3 cents or whatever it happened to be on 
the difference between 770,000 and 900,000 tons. 

Mr. Herres. 130,000 tons. 

Senator Matonr. That would be a payment of $7,800,000 in the 
tariff price for that 130,000 tons. 

Mr. Herres. Yes, that would be the additional. 

Senator Maton. If I am right in my multiplication. Now, what 
becomes of this money that is paid as a tariff or import fee or duty? 

Mr. Herres. My understanding is that it goes to the Government 
just the same as tax revenue or excise revenue. It goes to support the 
Government and to a certain extent reduce the taxes on the American 
taxpayer. 

Senator Martone. Then that $7,800,000 would be used to reduce 
taxes or the national debt, or any way the Congress might direct. 

Mr. Herres. Yes, the tariff is for revenue purposes. 

Senator Marone. It does prevent the imports, or does it. It just 
brings it in on your level wage standard of living. 

Mr. Herres. It would not cut off the imports but it would stop 
the flooding of our markets with low wage imports. 

Senator Martone. That provides fair and reasonable competition, 
just the same as you have in the United States proper where you 
do not have to worry about low wage competition. In other words, 
you simply compete with the industries that pay approximately the 
same wages and pay approximately the same for materials and all 
other expenses in running a business. 

Mr. Binh. That is right. 

Senator Martone. And this simply equalizes the competition with 
foreign nations. 

Mr. Herres. That is right. 

Senator Matone. Not a higher tariff or low tariff. 

Mr. Herrrs. No, it just puts competition on a reasonable basis. 

Senator Matong. I think that is very fine, and we appreciate your 
appearance. 

Mr. Herres. Thank you. 

May I add one more comment? In relation to the need for a 
healthy domestic industry, when we become dependent on imports 
from other countries, whether it might be all the world or just the 
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Western Hemisphere, we still have the problem of politics in the other 
countries to consider. It is better, of course, to get our imports from 
the closest source of supply to the extent we an them and to be less 
dependent on water transportation. That means that the Western 
Hemisphere would be the best source of supply in the event of 
emergency. But we also must consider the politics of these various 
countries. We have some examples in British Guiana right now, 
and some of the South American countries, where you see how hazard- 
ous it is to become dependent on outside sources of supply because 
we never know who may be in control of the industrial policies of 
those countries. So for that reason it is important that we keep a 
healthy industry in this country, even though Canada and Mexico, 
and some of these other countries might be able to help supplement our 
production. 

Senator Matonr. Let me ask you one more question, Mr. Herres. 
If you had this healthy industry that you are describing, of 700,000 
or 750,000 tons in this country, and you had a long range policy to 
encourage private investment in the industry and a war should sud- 
denly come along or any other emergency, would you be in a position 
to boost the production under emergency conditions ? 

Mr. Herres. Yes. If we have a going industry and were able to 
keep our organizations together, our technical and experienced work- 
ers, we could always expand, because the resources are available to 
expand. 

Senator Matongr. Thank you, Mr. Herres. 

Mr. Herres. Thank you, sir. 

Senator Matone. Now, Mr. Williston, we will resume where we left 
off at lunch. I was very much interested in your preliminary state- 
ment. You indicated that from the beginning, reverting a time or two 
to Congressman Martin’s testimony of yesterday, that there might 
have been a long-range plan on the part of someone, perhaps not the 
individuals regulating the Government departments here altogether, 
but a real, well-thought-out plan to make us dependent upon foreign 
nations for these minerals and materials that you cannot fight a war 
without. That is a rather serious conclusion. 


STATEMENT OF S. H. WILLISTON, EXECUTIVE VICE PRESIDENT, 
CORDERO MINING CO.—Resumed 


Mr. Witutsron. It is a very serious conclusion, Senator, and I came 
to it rather reluctantly. But for some 13 years I have been trying to 
find out what our Government policy was on metals. No matter where 
T turned, I ran into a blank wall. I might give as an example an expe- 
rience I had shortly before the war. 


LACK OF DOMESTIC MINERAL POLICY 


I had asked Mr. James Boyd of the Bureau of Mines what is our 
mineral policy, and who sets it? Mr. Boyd said, “We don’t set it in 
the Department of Interior. The Munitions Board sets it.” So after 
several weeks of hard work getting the arrangement set up, I had a 
full-fledged meeting of the Munitions Board. By that I mean the 
Assistant Secretaries of Army, Navy, Air Force, and the Director of 
the Board. We went into it to some extent, and they decided, “We 
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do not set the mineral , Policy. National Security Resources Board 
sets the mineral policy.” 

So I arranged to have an Assistant Secretary of one of the Defense 
Departments go to the then head of the NSRB and ask him, “Do you 
set the mineral policy?” They said, “Oh, no, we don’t set the mineral 
policy. The mineral policy is set by the Department of Interior.” I 
made the complete round, and I got nowhere. 

Prior to 1946, I see little evidence of any concerted action along the 
lines I mentioned in my preliminary statement. But after the end 
of the war, a policy developed which was very fixed, but which was 
never stated. It always resulted in a tendenc y tow ard the destruc- 
tion of the domestic mining industry. Unwittingly in many respects, 
I do not doubt that, but the policy of leaving he minerals in the 
ground and buying from sources which would not be available in time 
of emergency is a very appealing policy on the surface to some who 
know utterly nothing about the mining industry. 

Senator Manone. Does that imply that all you need to do when you 
need these minerals is to just in the morning start up mining them ? 

Mr. Witutsron. That is presumably the inference. 

Senator Matoner. Tell us how a mining industry operates for the 
benefit of the committee. 

Mr. WruistTon. I think, Senator, that we all know fairly well, but 
the length of time after making a new discovery of a mineral deposit, 
to carry on the exploration, to carry on the development, to turn it 
into a producing mine, to get that producing mine on an efficient 
operating basis, I doubt if you can do it in many cases in less than 5 
years. If the development is finished, if the exploration is completed, 


if your metallurgical plant design is all done, yes, you can do it in a 
p g Pie y 
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lesser time. But otherwise, it is 5 years of long arduous work to 
get it to the point where it can pay a dividend. If you stop it and 
disperse the crew and let the mine fill with water, each time you go 
back it is harder, because each time you have less knowledge of how 
things were left in the mine. 

Senator Maron. Let me ask you one more question in that regard. 
It is of course a natural thing for the public to believe you can 
produce these minerals any time you want to. When any mining 
company is in regular operation, a going concern mining industry, 
what would you say would be the average in years of reserves ahead of 
the actual breakdown of the ore? 

Mr. Wituiston. That depends to a very large extent on the type 
of ground you are mining. 

Senator Martone. That is true. I am talking now about an ordi- 
nary mining company that pursues development along with their 
minin 

Mr. TWisesertan: I suppose it varies considerably from company 
tocompany. On the average smaller mine, I am speaking of — 
ties of 50, 200, 300, 400 tons a day, due to the uncertainties of the 
economic situation, it is foolish to try and develop more than 2 years 
or 3 years’ supply ‘ahead becatse it is difficult to maintain. It is ex- 
pensive to maintain. Under the present economic conditions of 
feast and famine, you have no assurance that you will ever mine it. 

(Short recess. ) 

Senator Martone. The committee will be in order. 
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In line with your general testimony, there have been statements 
made before the committee that 1934 was a very eventful year—that 
the recognition of Communist Russia was a political approach, and 
the 1934 Trade Agreements Act was an economic approach which has 
resulted, whether it has been a plan or whether it has been a coinci- 
dence, in our becoming dependent on offshore areas across one or both 
oceans for minerals, materials, and fuels that you cannot fight a war 
without or maintain your own economic structure. Would you like 
to comment on that testimony ¢ 

Mr. Wuuiston. I think that is quite true. If you devise a plan 
to destroy the United States, we must remember as far as munitions 
of war are concerned, they are all made out of metals. If by any 
means it is possible to get this country dependent on foreign sources 
for metals and then cut off those foreign sources, there is no war to be 
worried about at all. I think that is quite clearcut. 

Since 1946, I think it has developed to be a definite plan. If you 
go back to 1934, if there was a plan, I think it was a more generalized 
plan to sovietize the United States. 

Senator Martone. That was a political approach. 

Mr. Wiuist0n. Indirectly, a political proposition. I presume you 
have read Marx’ “Das Kapital.” I think you will find in there the 
prescribed plan for destroying a capitalistic nation is through taxa- 
tion. This is pretty far | the metal and mineral situation, but 
if we have not pretty well stopped the capitalistic system by taxation 
it is going to show much more so when we get out of this emergency 
program if we ever do. Actually on the basis of fundamental Marx- 
ism, “to each according to his need, and from each according to his 
ability,’ under our present income-tax system we are so close to 
Marxism right now that there is utterly no comparison. The people 
of the United States are presumably insured against starvation. They 
do not have to work. They can get along without. The Government 
owes them a living. If they are industrious and do work, most 
of it will be taken away from them. I will say utterly there is no 
question that the United States is more communistic than Russia, if 
you refer to Marxism. Of course, Russia is not a Marxist nation. It 
is a straight out-and-out dictatorship. 

Senator Martone. Referring to aie metals, do you think there 
is some kind of a direction to this whole business? It is not just by 
chance that we priced ourselves out of the world market, and then 
did away almost entirely with any system that makes up that differen- 
tial between wages here and abroad, thus making it necessary for 
American cuntialan go behind the low-wage curtain and start produc- 
tion, in order to stay in business. But in doing that, we become de- 
pendent on these nations where it would be very difficult, if not 
impossible, to keep transportation lines open in case of an all-out war. 

Mr. Wituiston. It is quite clear that the basic marine program 
of the Russians is submarines and mines. Their submarines are far 
superior to anything that the Germans had up until the last few 
months of the war. When you realize that the Russian submarine 
fleet is somewhere between 500 and 650, and that the Germans never 
had more than 100 in operation at any one time, it is self-evident that 
practically nothing would be available overseas unless you flew it over. 
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Senator Manone. You think then we would have considerable dif_i- 
culty—and of course I realize you do not claim to be an expert in this 
field, but this is where your testimony is pointed—that the 800,000 or 
900,000 tons of manganese coming from India and the mercury com- 
ing from Spain and other points, that those transportation lines would 
be rather difficult to defend ? 

Mr. Wiutston. I doubt if they could be defended. 

Senator Matonge. Would you proceed with your statement, then, 
Mr. Williston ¢ 


BACKGROUND OF MERCURY MINING INDUSTRY 


Mr. Witurston. If I may, I would like to present to this committee 
a brief history of the mercury mining industry immediately prior to 
World War II up until the present. t do this not because the mercury 
industry is of any particular economic importance to the welfare of the 
United States, but because I feel that the rise and fall of this industry 
is probably a good example of what may be expected in the other 
metal mining industries in the not too distant future. 

I believe that much can be learned as to the effects of past and pres- 
ent Government policies which may be of importance in formulating 
new policies and programs to keep the United States from becoming 
the “have not” nation so widely predicted in Government circles. 

Immediately prior to World War II the United States was essen- 
tially self-sufficient insofar as mercury was concerned. Production 
in the years 1937 and 1938 was only some 10 percent below consump- 
tion. Aided by a protective tariff equivalent to 25 percent of the 
United States market price, mercury mining has been a small but 


¥ 


reasonably continuous industry which supplied most of our own 
requirements for the preceding 80 years. 
In 1939 the Spanish Rebellion was just over, the Almaden mines 
were just going back into operations, the Italians were belligerent 
oO 


members of the Axis and the Spaniards by Franco’s announcement 
were nonbelligerent members of the same group. Immediately upon 
the outbreak of the war, the Spaniards and the Italians, operating 
jointly through the European mercury cartel, skyrocketed the price 
and. although ceilings were put on by our own Government at $191 a 
flask, world prices rose more than $100 above that figure. Under 
the impetus of higher prices without increased costs, so far as domestic 
production was concerned, domestic production rose rapidly. The 
United States Government’s policy in regard to mercury was to en- 
courage foreign production, encourage new producers in the United 
States by the grant of floor contracts, but to give no assistance (not 
even purchase contracts) to the 5 principal a lag producers who 
were also the 5 principal wartime producers. Prices paid to Mexican 
producers were higher than the domestic producers and contracts were 
granted to large Canadian producers though denied to members of the 
industry in the United States. 

In spite of these policies the bulk of American wartime production 
was supplied by the principal prewar producers in the United States. 
American production supplied 102 percent of the total requirements 
of the United States and her allies including shipments to Russia dur- 
ing World War II. This was done without Government contracts and 
without Government subsidy. All foreign production arranged for 
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by the Board of Economic Warfare and the FEA ended up as surplus 
stocks in the hands of the Metals Reserve Co. at the end of the war. 

Senator Matong. What is the FEA ? 

Mr. Wiuiston. It was the Foreign Economic Administration. 

Senator Martone. This is a very surprising statement that you make 
that we were self-sufficient in the production of mercury in World 
War II. 

Mr. Wriuiston. We were completely self-sufficient, not only to sup- 
ply the United States, but to ship to Russia. We shipped 20,000 flasks 
to help them out. ; 

Senator Martone. Do you know from the beginning Mr. Ickes, the 
Secretary of the Interior, and practically all of the propaganda from 
the State Department indicated that we have no mercury ¢ 

Mr. Wuuiston. I know. 

Senator Matonr. How much did you produce per year? 

Mr. Wiuuiston. The peak year was 1943, in which we produced 
some fifty-two or fifty-four thousand flasks. However, in October, 
November, and December of 1943, the industry was producing at a 
rate exceeding 60,000 flasks. At the present time by comparison we 
are producing about twelve to thirteen thousand flasks per year. 

Senator Matonr. Then the production in this country is dependent 
upon a price that will pay the wage standard of living in the country! 

Mr. Wiruiston. That is right. At the time the price on mercury 
was high, put on by the cartel, controlled by the Spanish and Italian 
Governments, both members of the Axis. The United States pro- 
ducers proceeded to supply the mercury to fill the demand. We sup- 
plied all the United States needed. 

Senator Martone. If the mercury industry were furnished adequate 
protection for the American standard of living on a long-range prin- 
ciple by Congress, how many years ahead could you supply a major 
portion of the needs of the United States? 

Mr. Wiiuiston. We did it continuously over 80 years until the com- 
bined activities of the United States Government and the Spanish 
cartel broke us. We are not going to try it again as long as those condi- 
tions ensue. If we had a fair price in relation to cost, similar to what 
we had in 1942 and 1943, or in 1937-88, we would have a level of pro- 
duction of mercury which would correspond to the amount produced 
in those years. If the ratio were similar to what it was in 1943 and 
1944, within 4 or 5 or 6 years the industry could probably get back to 
the same levels of production. 

I might add, and this is no reflection on the Bureau of Mines at all, 
that in 1939 the Bureau of Mines made a study of probable mercury 
production in relation to price. They only went so far as $125 or $150 
a flask. They decided at that time, and as a result of their study, that 
it would be a physical impossibility for the mercury industry of this 
country to produce more than 25,000 flasks a year. 

Senator Martone. What year did they decide this? 

Mr. Wuiston. 1939. Three years later we were producing at a 
rate of 60,000 flasks. It just shows some of the hazards of trying to 

redict what an industry can or cannot do when the economic impetus 
1s there to do it. 

Senator Martone. Suppose the Congress of the United States re- 
asserted its constitutional responsibility of regulating the duties, im- 
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posts and excises that we call import fees on a basis of fair and 
reasonable competition with foreign low-wage countries, do you think 
with a settled policy, that you would again pick up the domestic pro- 
duction where you left off / 

Mr. Wittiston. We would come pretty close to it. I do not think 
there would be any doubt that with a reasonable atmosphere to live in, 
[ think the industry could get to thirty or forty thousand flasks with- 
out too much trouble. 

Senator Martone. What is our annual consumption in peacetime, 
approximately ¢ 

Mr. Witutston. What is peacetime? That is the thing that had me 
stopped for a minute. I can give you some figures. 

Senator Matone. I withdraw that question. What is our annual 
consumption now ? 

Mr. Wituiston. The top rate of consumption during World War I 
was 50,000 flasks. The same rate, not much below, continued through 
1946, 1947, 1948, and 1949. We got above 50,000 flasks of consumption 
in 1 year of the Korean incident, and I would guess that the consump- 
tion for the last year would be between forty and fifty thousand 
flasks. 

Senator Matone. 1952 was about 43,000 flasks roughly, according to 
the chart. 

Mr. Wixurston. In other words, we would produce two-thirds to 
three-quarters, something like that, of our consumption, 

Senator Martone. If you had this differential on the basis of fair 
and reasonable competition. 

Mr. Wuuiston. Yes, that is right. 

Senator Matone. Go ahead. 

Mr. Wixuiston. In late 1943 the Signal Corps informed the War 
Production Board that the development of the new mercury battery 
for tropical use might well require large amounts of mercury. In 
spite of this the War Production Board canceled all of the American 
contracts to the small producers and put out the word that mercury 
was in ample supply. This resulted in a disastrous crash in the 
mercury market in early 1944. The mercury battery program de- 
veloped as warned by the Signal Corps, and by late 1944 mercury was 
again in short supply. Most of the small producers and many of the 
large producers had already curtailed or shut down and production 
had dropped rapidly. 

In the late winter of 1944 the industry queried the War Production 
Board to find out if additional production was necessary and were 
advised that such increase was not necessary. At almost the same 
time, the Board of Economic Warfare and the State Department were 
advised of the great urgency for obtaining mercury from Spain. Con- 
tracts for some 70,000 flasks were entered into with the Spaniards 
although no purchases were made from domestic sources. When the 
war ended these Spanish deliveries were just reaching the United 
States and added to the confusion of postwar settlements. They were 
eventually turned over the national stockpile in 1946. 

At the end of World War II the United States Government lost 
all interest in domestic mercury production. Captured mercury was 
sold in Europe to Americans for shipment to the United States at 
only slightly over $30 a flask. Fifty thousand flasks of mercury 
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stored in a German salt mine were reportedly shipped to the United 
States for the Government stockpile although all records of this ship- 
ment have apparently been lost and the mercury never showed u 
in stockpile receipts. The State Department brought to the United 
States representatives of the Spanish-Italian mercury cartel and asked 
domestic producers to show them their plants and equipment. 

Senator Martone. Mr. Williston, right at this point, during the peak 
of World War II, 1942-43, it shows an importation from the Western 
Hemisphere for those 2 years, or from 1942 of about 40,000 flasks. 

Mr. Wiuuiston. Western Hemisphere; yes. 

Senator Matone. Other than the United States. In 1943 perhaps 
close to 50,000 flasks. In looking at another chart, all of which will 
be made a part of the record in due time, of the Bureau of Mines 
testimony, the experts in this field, it shows that Canada and Mexico 
were responsible for a very large amount, practically all of those ship- 
ments. hat happened to the Canadian and Mexican mines when 
this procedure was instituted that you have just described? 


CLOSING OF CANADIAN AND MEXICAN MERCURY MINES 


Mr. Wiuuston. The Canadian mines closed in about the end of 
1943 or early 1944, and have never been reopened. When they were 
in operation they were producing at the rate of 2,000 flasks a month. 
Mexican production at its peak got up to twenty-four or twenty-six 
thousand flasks. It is now about 12,000 flasks. 

Senator Matonn. Did the price change or did the price manipula- 
tion that you just described have about the same effect on this 
production that you are now describing as on the domestic production ? 

Mr. Wriuiston. It had exactly the same effect. The Canadian 
mines closed and never reopened. The Mexican mines dropped from 
28,000 flasks a year to less than 6,000 flasks. 

Senator Martone. What are the wages in Mexico? 

Mr. Wiutstron. About a dollar a day. 

Senator Matonr. In other words, it got low enough so that even 
the dollar-a-day wages could not handle it? 

Mr. Wiuuiston. They could not keep up with it. 

It is interesting to note in this connection the recent report of the 
Jenner committee which makes the statement that the old Board of 
Economic Warfare and its successor agency were heavily infiltrated 
with Communist ideologies and at the conclusion of the war the per- 
sonnel of these agencies was absorbed into the Minerals Policy Divi- 
sion of the United States State Department. It is also very interest- 
ing to note that about this time, 1946-47, the only definite policy which 
we have in regard to minerals was promulgated by the State Depart- 
ment, presumably by the same personnel. 


“BUY FOREIGN” POLICY 


At the time of the Stockpiling Act in 1946, President Truman 
signed the bill “with reluctance” because of the buy American 
features. Presumably this objection was written by the State Depart- 
ment and its effects were far reaching. The General Services Admin- 
istration, the Emergency Procurement Services and the Munitions 
Board took this statement by the President as a direct instruction to 
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them not only not to buy American, but wherever possible to buy from 
foreign sources. In recent statements (September 1953) by Assistant 
Secretary of the Interior Wormser, the fact was mentioned that there 
was no American mineral policy. In recent statements of the Ameri- 
can Mining Congress the statement was also made that there is no 
“constructive domestic mineral policy.” Actually there has been since 
1946 a well defined American mineral policy although that mineral 
policy has never been clearly stated. It is a policy of “keeping our 
minerals in the ground and buying from foreign sources preferably 
those which would not be available in times of emergency.” 

During World War II the European mercury cartel had lost its 
control over the world market. Germany, a large consumer, and 
Japan, a large consumer, were almost completely out of the market 
due to war damage to their industries. The United States was no 
longer dependent upon Europe for its mercury and the American 
market, a very large proportion of the whole world market, was lost 
to them. The cartel immediately adopted the policy of reducing 
prices to whatever extent necessary to shut down world production 
other than their own. Prices dropped from the $300 a flask asked by 
the cartel in World War II to the f. a. s. New York prices, duty 
unpaid, as low as $45 a bottle. 

Senator Matone. That is where it took over even the Mexican 
production. 

Mr. Witu1ston. That is where it killed everything off. 

Senator Matone. You think that was deliberate? 

Mr. Wituiston. Certainly. They advertised the fact in the London 
papers that is why they did it. . 

Senator Matonr. Then after those sources are closed, even the 
American sources, what happens to the manipulation ? 

Mr. Wituiston. They put the price back to $200 a bottle. 

Senator MaronE. It is like a gas station fight. 

Mr. Wituiston. After you throw them into bankruptcy and scare 
the tar out of them, you put the price back. 

Senator Matonr. Then the consumer does not benefit very much 
under those conditions. 

Mr. Wuuiston. Not in the long run. 

Senator Matonr. That would be your conclusion. 


PRICE FIXING BY CARTEL TIED INTO TARIFF RATES 


Mr. Wuiston. Certainly. The cartel even adopted the policy of 
setting up a two-price system where tariffs to the United States were 
absorbed by the producer provided the purchaser agreed not to re- 
export. The outcome of this policy was quite effective—by 1950 
domestic production had fallen to its lowest level in 100 years and 
only one mine of any importance continued to operate. That mine 
ran only by consuming its remaining reserves, doing no exploration or 
development and wearing out its surface plant without adequate 
maintenance or repair. 

Senator Mavone. Right at that point, the reason I am asking these 
questions is that I think I understand what you are trying to say to 
the committee, but any mine will produce just as long as it ean produce 
by taking its high grade ore and doing no development work, and 
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doing very little repairs until it is shut down, and pay the stockholders 
and fold up. Is that the way it works? 

Mr. Wiuuston. That is the way it usually works. 

Senator Matone. Then these mines, when they close under those 
conditions, describe what has to happen before they open up at all. 

Mr. Wiuuiston. Many times it is a question whether they will ever 
open for this reason. In that eating up the reserves, doing no explo- 
ration, doing no development, doing no maintenance, you finally 
come to the last pound of ore that you can get out easily. There is 
no more ore in sight in that mine. It then fills with water. Some 
time in the future if you want to reopen it, you have to go to it not 
as a mine but as a prospect that once had some production. You 
have to go to great expense to reopen, pump it dry, go to the bottom 
and do some exploration and development work in the hope you may 
find some more ore. You may be successful; you may not. But each 
time you shut it down there is less economic sense to open it up. 

Senator Matonp. Then after you quit a mine and the machinery is 
worn out, you have to sell a prospect to the investors instead of a mine. 

Mr. Wuuiston. That is right. 

Senator Martone. Go right ahead. 

Mr. Wituiston. Even under such conditions it operated on a basis 
of little or no profit. During this peewee the Marshall plan and its 
successor agencies were buying Italian mercury with exchange lira 
and putting the acquired mercury in Government stockpiles. In 
doing this they encouraged the Italians to materially increase their 
productive capacity so that at the present time the Italian mercury 
industry is probably the largest producer in the world. 

There are interesting rumors in this connection which, though prob- 
ably true, cannot be kaha It was common gossip on the New 
York market that the Italians were unwilling to share this income 
with their Spanish partners in the cartel and the European mercury 
cartel broke up because of this noncompliance. It was reformed su 
rosa after the large shipments of mercury were made by the Spaniards 
to Iron Curtain countries. Reportedly this sale was some 50,000 
flasks, but whether the cartel was formally reorganized or not is of 
relatively little importance. Informally, the principal Italian and 
Spanish producers still quote the same price and still pretty well 
divide up the world markets. In many respects it is probably fortu- 
nate that they do this, since were they to enter into cutthroat com- 
petition with each other, not only the United States industry would 
cease to exist but so would all other world production other than 
Spain, since the Italians cannot compete pricewise with the Spaniards. 

At the end of the interwar period with its almost complete elimina- 
tion of mercury production in the Western Hemisphere, the Korean 
war opened and within a relatively few months thereafter the price 
of mercury rose dramatically. By January of 1951 it had reached a 
price of over $240. Yet domestic industry in contrast to 1939 in- 
creased but slowly and is still below the productive capacity of the 
prewar years. The reasons for this were many. In the first place, 
the United States Government came out with repeated statements 
that they did not need mercury, that the stockpile was filled, and that 
requirements for wartime use would not be as high as they had been 
in the peacetime years of 1949 and 1950. In spite of these statements 
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the stockpile continued to acquire Italian mercury through exchange 
lira. In fact, no domestic mercury has been purchased for the stock- 
pile at least since 1944—all is of foreign origin. 

Senator Martone. Will you explain what you mean by exchange 
lira? 

Mr. Witxiston. In the Marshall plan concept, and the other give- 
away program to the foreign nations, they give them American dol- 
lars. They take a certain percentage of the local currency. Part of 
that currency is used to buy strategic metals. 

Senator Martone. Is that what you call counterpart funds? 

Mr. Wituiston. Yes. 

Senator Matonr. That is 5 percent? 

Mr. Wiuston. I do not recall the amount. But in the use of 
counterpart funds for minerals, mercury is probably, mercury and dia- 
monds are almost the only two that have been purchased with counter- 
part funds. In other words, the domestic mercury industry was sacri- 
ficed to save the exchange lira. 

Senator Matone. You would give them whatever the amount that 
the record would show in American money in cash and then they 
returned 5 percent or one-twentieth of it in materials or mercury in 
this case, through counterpart funds. 

Mr. Wi1utston. I doubt if it was even as much as 5 percent of what 
we have given to Italy, because those counterpart funds are also used 
for a good many other things. In Europe, most of the nations which 
received those counterpart funds had little or no strategic material to 
send. Italy was the exception. 

In late 1950 and in the early part of 1951 there was concern in some 
quarters of Washington that foreign supplies might be cut off and all 
mineral programs were referred to the Joint Chiefs of Staff for factors 
on probable delivery. These factors were based on location, length 
of transportation over long sealanes, the ideological makeup of the 
supplying country and military programs. These factors ranged from 
zero factors for some parts of the world to almost 100-percent factors 
for sources such as Canada. What those factors were for Italy and 
Spain I do not feel free to disclose but to the best of my knowledge 
since the early months of 1951, no factoring on mineral supply of any 
sort has been taken into account by any agency of the United States 
Government having to do with acquisitions or stockpiling. 

At almost the same time that this factoring policy was abandoned 
a limited emergency policy was adopted on which all acquisitions were 
to be based. Shocking as it may seem, since that time the whole 
policy of the United States Government insofar as minerals is con- 
cerned, is based on the presumption that there will be no interference 
with international shipments of strategic and critical materials. 
Under this basic policy it can be clearly seen that the bureaucratic 
agencies of the Government could make efforts to increase the available 
supply of only those minerals which were in worldwide short supply 
when contemplating military and civilian wartime requirements. 
Thus tungsten, columbium, cobalt are examples of the metals which 
were giving serious concern, whereas manganese, chrome, antimony, 
and mercury received no attention, or just sufficient attention to take 
the political heat off the respective agencies. Only the Congress, con- 
fused by the administrative agencies, and frustrated by bureaucratic 
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doubletalk, seemed to realize the necessity of an assured supply of those 
metals and minerals needed to fight a worldwide conflagration. 


COMPARISON OF DOMESTIC AND FOREIGN INSTALLATIONS 


At the present time the mercury industry is faced with ever-increas- 
ing costs, steadily declining prices, a complete lack of interest by the 
United States Government, and a future which, in their estimation, 
can be considered no future at all. While the Government has ignored 
the domestic producer, it has and is aiding the foreign producers. 
Although the Atomic Energy Commission is reported to have needed 
mercury in the latter part of 1952 and early 1953, it is reported that 
stockpile purchases were diverted to them, subsequently replaced 
from foreign sources, while requests from United States producers for 
an opportunity to bid were denied. At the present time the Spanish 
mines have just completed a new installation of the latest and best 
furnacing equipment available purchased from United States manu- 
facturers. 

Perhaps I should feel flattered that these latest Spanish installa- 
tions were to a certain extent copies of our own furnace at Cordero. 
The combined capacity of the new Spanish furnaces is larger than 
anything now operating in the United States, and if operated at 
capacity could easily supply the total world requirements of mercury. 

Senator Martone. Many arguments are made that we do not need 
any differential like a duty or excise tax or imposts or tariffs to equalize 
the wage standard of living between here and abroad, because of our 
expert knowledge and better machinery and that sort of thing. What 
kind of machinery do they put in over there ? 

Mr. Wuuiston. That is why I mentioned this particular thing, 
because they have in their new installations the most modern quick- 
silver equipment in the world. It is better than anything we have, 
because it is made with the benefit of our een 

Senator Matonr. Do they have the benefit of your technical 
knowledge? 


OUR LATEST TECHNICAL DEVELOPMENTS AND MACHINERY HANDED 
OVER TO THE SPANIARDS 


Mr. Wuuiston. The manufacturers of this country have their rep- 
resentatives over there teaching the Spaniards how to operate those 
furnaces. 

Senator Matong. Do they take men from here who are proficient in 
the industry to teach them the latest methods? 

Mr. Wuuiston. No, they have not as yet. They are teaching 
Spaniards our latest methods. 

Senator Matonr. Who is doing the teaching? 

Mr. Wiutuiston. The manufacturers of furnaces which are made in 
the United States. They are fully cognizant of all of the improve- 
ments in quicksilver furnaces that there are. 

Senator Maton. They have available all our technical knowledge 
and our latest machinery ? 

Mr. Wuuisron. Yes. 

Senator Maton. What do they pay in wages? 

Mr. Wituiston. That comes next. The comparable wage rates are 
equally in favor of the Spanish producers. e Spanish miner re- 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 159 


ceives per month about the equivalent of what the United States miner, 
plus fringes, receives per day. ‘The grade of the ore of the Spanish 
mines 18 almost seven times as high as the best we can produce in this 
country, although it must be said that this grade is obtained only by 
hand sorting, whereas the cost of labor in the United States is so 
high that hand sorting cannot possibly be used. 


WAGE RATIO 30 TO 1 


The ratio of wages is 30 to 1. They have better equipment than 
we have, thanks to our experience in developing the equipment, and 
in addition they have higher grade ore. 

Senator Martone. Then what you are trying to say is that about the 
only difference in the cost there could possibly be, providing the grade 
of ore were the same, would be the ocean freight from Italy to the 
United States. 

Mr. Wriaiston. That is true, Senator. But the ocean freight from 
Italy to New York is less than the freight from Nevada to New York. 

Senator Matoneg. Very interesting. Proceed. 

Mr. Wiuuiston. A further comparison with foreign operations has 
to do with the cost of production in the United States and those in our 
neighboring Republic of Mexico. Since 1951 Mexican production has 
been increasing and the operation of mercury mines in Mexico is finan- 
cially profitable at present prices. Yet the largest producer of mer- 
cury in Mexico is operating a grade of ore which we in this country 
must now leave behind as waste rock. The leading producer in Mexico 
has a top grade of ore of 6 to 7 pounds per ton. We are now leaving 
behind 6-pound rock. 

Senator Martone. What kind of rock are you mining? 

Mr. Wituiston. It is cinnabar. 

Senator Matonr. What value that you actually take out when you 
leave the 6-pound ? 

Mr. Wixuiston. The 6-pound is worth $15 a ton, and we leave it 
behind because we can no longer make a profit. In 1939 we made a 
profit on $514 rock. 

Senator MAtone. If you were to operate now, your heads would 
have to be kept where? 

Mr. Wuuiston. About $15. 

Senator Martone. When you leave the $15 rock and it drifts in tun- 
nels, is it ever possible to pick it up? 

Mr. Wituiston. Probably no. A small proportion of it might be. 
But most of it would cost toomuch. The additional cost of going back 
and reopening caved ground would be more than it was worth. 

Senator Matoneg. For the benefit of the record, explain how you 
determine profitable heads, or whatever you call it at your head, and 
how you maintain these heads, and how you leave whatever low grade 
that would bring the heads below that determined value and then 
what you would have to do to go back and get this low grade in the 
abandoned drifts and tunnels, and keep any kind of heads so you 
could operate. What is involved in all this picture? 

Mr. Wiuiston. That is a pretty large problem. 

Senator Martone. It is a large one. I hear on every hand that all 
we have to do is just start mining. 
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Mr. Wriu1ston. It is far from true. You have to go back to actually 
the exploration phase there. You will pick up an exploration or de- 
velopment program on one level of the mine. You will find ore of 
certain grades in certain portions. Mercury is a very spotty sort of 
proposition. When you have fairly well localized the various deposits, 
certain parts will be above the minable limit and certain parts will be 
below. You take out that which is above grade, you leave behind that 
which is below the break-even grade. In opening up the ground to 
take out the better grade ore, you frequently have the choice of taking 
the low grade at that time or never getting it. After you pull out of 
the stopes, there is no possibility of going back and safely putting the 
men in the same area to extract the pillars which may lie in between. 
In other words, it is gone. 


PRECARIOUS POSITION OF UNITED STATES MINERAL POLICY 


It is thus rather clear to see that so long as the United States Gov- 
ernment adopts a policy of buy abroad and refuses to buy from do- 
mestic producers, of reducing tariffs which are already ridiculously 
low, domestic mercury production will survive only at the whim of 
the foreign producer. 

Mercury probably has one advantage over the other metals—the 
world’s largest producers in Italy and Spain have a policy of allo- 
cated world markets and a price of all the traffic will bear. It is hardly 
worth their while to drive the domestic producer completely out of 
business, since the amount of additional market which they would 
gain is more than offset by the cost of complete destruction of the 
domestic industry. The domestic industry is, therefore, warned that 
so long as it remains quite small it will be allowed to continue its 
existence; but if it should endeavor to increase its proportion of the 
market, it will be immediately and completely destroyed. 

I believe that all of the other metal-producing industries in the 
United States can draw a clearcut lesson from this history of a little 
metal ef no economic importance though possibly of some strategic 
importance. With the decline in prices now prevalent in the industry, 
almost all of the smaller underground metal mines, whether lead, 
copper, or zinc, are faced with bankruptcy. When they have been 
closed by sufliciently low market prices and when a relatively large 
share of the domestic market has been taken over by foreign producers, 
there is little doubt but what metal prices will rise to all that the traflic 
san bear. "The United States will then be in exactly the position set 
out in the Paley report—a “have not” nation—but we will be a “have 
not” nation not because of a lack of mineral reserves but because of 
an economic atmosphere deliberately created for our own destruction. 

Senator Martone. You think the very situation or condition they 
predict can be brought about ? 

Mr. Wixuiston. It is being brought about. It has happened to the 
mercury industry. It is happening to lead and zinc. You can refer 
to mercury as something that is dead but has not been satisfactorily 
buried and still smells a little bit. 

As Ihave mentioned before, the present mineral policy of the United 
States Government is based on the assumption that there will be no 
war. The lessons I have endeavored to point out from the brief pic- 
ture of the rise and fall of the mercury industry are also based on the 
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assumption that there will be no war. Such an assumption IS, I be- 
lieve, foolish. Certainly the present Federal appropriations of some 
¢40 billion a year to the Defense Department are not based on the 
assumption that there will be no war; yet apparently somewhere along 
the line there has been a complete failure to realize that the munitions 
of war, the guns, the tanks, the ships, and the planes, are all made out 
of metal, and that in our present highly mechanized industrial life 
the possibilities of taking metal away from civilian consumer indus- 
tries to supply the defense needs is becoming less and less an answer 
to metal supplies for war requirements. A war would require not 
less but more steel for our railroads, not less but more copper for our 
utilities, and not less but more tungsten for our manufacturing indus- 
tries. Yet even in the Korean emergency it was plain that the metals 
from foreign sources, even without any interference with trade routes, 
were not dependable supplies. Thus, in copper in peacetime we had 
almost half available from foreign sources; during the Korean emer- 
vency we had only one-fourth. ‘There was no world shortage of lead; 
yet almost half our normal imports of lead were cut off. The same 
was true of zinc as well as antimony. 


RUSSIA’S SELF-SUFFICIENCY IN MINERALS 


If we were to examine the probable policy of the Russian Govern- 
ment in any world war III, there are certain points in regard to metals 
which have become increasingly clear over the last few years. Russia, 
insofar as metal reserves are concerned, is probably as self-sufficient 
as any nation in the world. It is not and has not been a maritime coun- 
try, and from all we can gather, its naval program is primarily con- 


centrated on a large and efficient submarine fleet. Information from 
England, which has in the past been reasonably reliable, indicates that 
the Russians have a minimum of 500 modern, high-speed, snorkel-type 
submarines, and in addition at least 150 of smaller and less efficient 
subs. As submarine efficiency increases in speed and depth of opera- 
tion, the difficulty of finding and destroying them increases not di- 
rectly but as the square of the efficiency. When it is realized that dur- 
ing the height of German submarine warfare there were probably not 
much over 100 available submarines, the probable devastation to 
shipping becomes apparent. Five hundred submarines of the type 
the Germans were using at the end of World War II would raise havoc 
with supplies of metals and minerals from overseas. 

Even though we assume that the metals and minerals would be 
available in amounts required in those foreign countries, how much 
chrome could we expect from Turkey where we now get 50 percent of 
our metallurgical supply; how much manganese could we get from 
India, now, the source of about one-third of our current requirements? 
How much shipping would arrive safely from the east coast of South 
Africa in the event of submarine warfare. If, in addition, we find that 
the Russian ideology is concentrated to a certain extent in the areas 
from which we draw our metal supplies, what right have we to assume 
that any of those metals will be mined and be available for shipment ? 

The Russian influence with the Mau Mau in Africa could easily 
spread. Our only reasonably assured supply of tin from Bolivia is 
controlled by a Communist-dominated union. The bulk of our baux- 
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ite for the American aluminum industry is derived from the Guianas 
in South America and the uncertainty of the Communist sympathies of 
India is well known. 


RUSSIANS UNDERESTIMATED 


In the past our scientists have underestimated the ability of the 
Russians to make either an atomic or a hydrogen bomb. We know that 
they were successful far before we thought they would be. Prior to 
the Korean war our aviation industry felt that they were far ahead 
of Russian technicians in plane design and construction. We now know 
this is not the case. Are we again to assume that the Russians have 
not got sense enough to endeavor to induce us to become dependent 
upon overseas minerals sources and then to cut off those sources by 
submarine attack? 

Recent pronouncements from the Office of Defense Mobilization 
would indicate that our stockpile goals are almost accomplished with 
material on hand or on order. Bureau of Mines statistics would seem 
to indicate that insofar as tungsten is concerned in connection with 
the minimum possible goals of the stockpile, our on-hand material is 
not too great and that our on-order material may be largely from 
Korea and the South Pacific. I think we remember from World War 
II the bureaucrats’ perfect alibi of “on-hand” and “on-order” and I 
wonder how we would make armor-piercing shells with tungsten on 
order from Korea or jet engines with columbium on order from South 
Africa. I think it might be well worthwhile for this committee to 
obtain from sources which are available to them but not to me just how 
much of the on-order material would be delivered in the event that 
open warfare on a worldwide scale would start in the near future. 

Senator Matone. I will say to you, Mr. Williston, that we have 
definitely in mind determining as nearly as possible what transporta- 
tion lines can be kept open in the event of World WarIV. This last 
war has been referred to as an incident and a police action, but in my 
book whenever you kill thirty or forty thousand men, it is a pretty 
fair war. 

Mr. Wituiston. During 1951 and 1952 the DMA and Defense Min- 
erals Procurement Administration endeavored to increase the supply 
of worldwide short material. Yet in the last 9 months T would ven- 
ture to say that there may well have been more metal production lost 
than was gained under the programs sponsored by those agencies. 

I do not hold that the supplies of metals for defense could be or 
should be produced entirely within the continental United States. I 
do feel, and feel strongly, however, that the development of sources of 
supplies from areas which would not be available in time of emergency 
is probably the silliest policy that could possibly be conceived by any 
bureaucrat or any group of bureaucrats. This is the policy we are 
now following. 

The only sensible program which could or should be considered is 
the development of a minimum source of supply that will take care 
of direct military and essential civilian requirements from sources 
that would certainly be available in time of war. We would then 
have some reasonable assurance of most of the raw materials we would 
need to fight a war, whereas as present we are hiding behind a some- 
what feeble Maginot Line of stockpiled materials where, in my opin- 
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ion, secrecy is largely used to cover the mistakes rather than to hide 
from our. potential enemies any worthwhile information. 

Actually the amounts of any given metal in our national stockpiles 
are pretty well known to anyone in that particular industry. All that 
is necessary to do is to add up the available statistics on imports, do- 
mestic production, exports and consumption, and the resultant will not 
materially differ from the amount of the same commodity in the 
stockpile. The staff of this committee has prepared the available 
information on each metal in the form of graphs, and consequently 
there is here available a pretty close approximation of the amount of 
each metal in the stockpile. It is certainly no secret from the Rus- 
sians and the principal result of secrecy regarding stockpile metals 
is probably to conceal from the users of those metals the rather pre- 
carious state in which they may be placed. 

[f it is in order for me to cake recommendations to this committee, 
I would like to suggest that a definite mineral policy be established 
and published by the highest possible authority, and that that policy 
should include the statement that we should, at any cost, develop a 
supply of metals and minerals necessary for defense and essential 
civilian requirements from sources that will be assured in times of 
emergency, and that the granting of long-term procurement contracts 
from sources which would not be available in times of emergency be 
discontinued as a waste of money. 

For if we need them, we will not get them, and if we get them, it is 
a certain indication that we do not need them. 

Senator Martone. Mr. Williston, you heard the different reasons for 
making these contracts with certain nations. Some are political. rea- 
sons for support of these nations. What you are trying to say here 
is that we should separate our objectives and let the people know 
what they are. If we want to spend certain money in these countries 
for a specific economic or political purpose, that should be one thing. 
But our national-defense expenditures should be another matter en- 
tirely. Is that what I understand you to tell the committee? 

Mr. Wiuuiston. That is it. Referring back to the previous state- 
ment, by a policy of buying mercury from Italy, we have increased 
the productive capacity of Italy. But what good would an increased 
capacity of mercury in Italy be in the event that we need it. 

Somat Matone. You think that the friendship of nations like, for 
example, England’s ee with us, would have very little bear- 
ing on the tin we might get from the Malayan States in time of an 
all-out war. 

Mr. Wiuiston. That I would not say. But I would say as far as 
the hazard of the long Pacific transportation is concerned, you would 
not get it anyway, in the light of the present submarine picture. 

Senator Marone. In other words, the friendship of these nations is 
important to have, but it is.a separate commodity from the availa- 
bility of materials in time of war. 

Mr. Wiiutston. That is right. If I might make a suggestion as to 
the continuance of our domestic-mining industry, sonuate some of the 
following might be worth consideration. I think it is quite clear that 
the United States mining industry, except on exceptional cases, cannot 
compete with the mining of the same metals in foreign countries when 
the domestic industry has to pay 10, 20, or 30 times as much for labor 
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as their foreign competitors. The underground mining industry 
spends roughly 50 percent in labor costs, and while American mine 
labor, due to mechanization, may be considerably more efficient than 
foreign labor, it in no way approaches any 20 or 30 to 1 ratios. 

Senator Matone. Let me ask you at that point, if they have the 
advantage of our machinery and mining methods, then what is the 
Sees with the exception of the efficiency of the labor they may 
1ire ? 


COMPETITIVE FEATURES OF THE MERCURY INDUSTRY 


Mr. Wituiston. I have a very good comparison for you there, Sena- 
tor. We operate in a part of Nevada which is largely Basque. Our 
principal competition is Spain where they use Spaniards. We would 
prefer to have Basques in that area, rather than itinerant mine labor 
which is not too good. They are good, sound, solid residents of the 
State. We are using exactly the same labor that our competition is in 
Spain, except they had a trip across the ocean, and we pay them $16 
to $20 a day, and our competition pays them 11 cents an hour. They 
have a better plant than we have, because they copied ours with a few 
improvements on it. 

Senator Matonr. Then the statement, due to mechanization we 
might have an advantage, does not hold at all. 

Mr. Wiuiston. Usually no. In this case they are not mechanizing 
their mines. We have to. They are mechanizing their plants. 

Senator Martone. Let us put it this way. When American investors 
go abroad, which they are doing, what kind of machinery do they take 
with them? Do they install all this old out-of-date machinery they 
find there, or do they take the best up-to-date machinery of the United 
States. 

Mr. Wituiston. They take the best available machinery suitable to 
the conditions in the country. There is not any sense in putting auto- 
mobiles on a mule trail, naturally. But in general, the best of our 
technical equipment is available for foreign operations, and is used in 
foreign operations. 

Senator Martone. Then they do take a few superintendents and 
shifters to break in the labor in the new mining area. 

Mr. Witurston. That is true. 

Senator Matone. After they work a few months or whatever time 
it takes to train their labor, what is the difference? Is it a difference 
in the efficiency of one race compared to another or what would be 
the difference after that period of time? 

Mr. Witutsron. The difference between them is the wage rates be- 
tween the 2 countries. They can train the men just the same way as 
we mechanize and train our men. Just because he happens to live in 
Spain does not mean he is a darn bit dumber than a Spaniard that 
lives in this country. One is just the same as the other. 

Senator Martone. We find the Basque labor and the Spanish citizens 
in Nevada some of the best citizens we have. 


NEED FOR NEW MINERAL POLICY 


Mr. Wuuiston. That is what I say. Yet they are the same labor 
that is getting paid 11 cents an hour in Spain. 
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This means that the American underground mining industry, if it 
is to survive, is going to have to have a subsidy, direct or indirect, or 
a tariff, or a combination of the two. 


SURVIVAL PROBLEMS OF THE MINING INDUSTRY IN THE UNITED STATES 


|. Differential subsidies were tried out in World War II. They are 
essentially “cost plus” operations and both the Federal Government 
and a large percentage of the mining industry is opposed to them. 

2. Artificial price supports such as those used in agriculture are 
politically impossile in the light of experience with the agriculture 
commodities. The political aspects, the bureaucracy and the costs 
would be more than the country could well afford, although probably 
in the long run since metals do not deteriorate in storage, our Gov- 
ernment might find, some 50 years from now, that they had purchased 
those metals at a bargain. 

3. Insofar as tariffs are concerned, a tariff sufficiently high to give 
the various segments of the industry the price protection they must 
have if they are to survive would be flying directly in the face of both 
Democratic and Republican policies and would bring screams of an- 
guish from the consumers of the country. Regardless of its desira- 
bility it is politically impossible. 

Senator Matonr. Why do you say that? I am not fully cognizant 
as chairman of the committee of the 20-year policy established under 
the past administration, but for 75 years the Republican Party have 
been for that differential, call it duty, imposts, excises, tariffs, or import 
fees, that did roughly make up that difference between the wage stand- 
ard of living between here and abroad. I am not ready to accept. that 
statement. I merely comment on it here because you apparently have 
given up. 

Mr. Wiuiston. No; let me finish this. I have not given up. I 
have been trying to point up the difficulties of some of these various 
possible ways of doing it. I agree with you that the old tariff type 
produced results and it would do it again. 

Senator Martone. It is a long-range principle. 

Mr. Wiuuiston. Yes, sir. 

Senator Maron. I would simply say that no one of my acquaint- 
ance is for a high or low tariff but simply for flexibility enough, for 
the Tariff Commission as the agent of the Congress, hearing evidence 
continually, it is never static, to establish that differential between the 
wage standard of living between here and abroad, and any other fac- 
tors that enter into it on the basis of fair and reasonable competition. 

Mr. Witutsron. This first one I mentioned is sufficiently high and 
fixed. That is not a sliding tariff which is in my opinion as I men- 
tioned politically impossible. 


FIXED TARIFF 


4. The sliding-scale tariff program such as the one proposed for 
lead and zine is bitterly opposed by our allies and our own State 
Department, is in direct opposition to both the Republican and Demo- 
cratic policies as of now and is strongly opposed by the consumers 
and also by some so-called American mining companies. with pre- 
dominantly foreign production who sold in the world market when 
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we needed their metal and now wish to sell in the United States 
market for their own advantage. 


WILLISTON’S PROGRAM ON REVITALIZING THE DOMESTIC MINING INDUSTRY 


I know only of one program which seems politically feasible which 
the consumers of the metals would not oppose violently if at all, which 
would not be opposed by our State Department or our foreign allies; 
which has a legislative precedent, which would not increase our al- 
ready superfluous bureaucracy, and which would not cost the Goy- 
ernment anything more than that which it has not already evidenced 
a desire to permit. 

It is in effect a fixed tariff roughly equivalent to 10 percent ad 
valorem on the present or fair market price of the metals within the 
United States applied on both imported ores and metals. The pro- 
ceeds of the tariff on each metal or ore to be divided in proportion to 
their production among the primary producers of the same ores within 
the United States. 

In explanation, the tariff receipts to the Treasury would be paid 
out on the basis of sworn returns to the Bureau of Mines in propor- 
tion to the individual mine production. The Bureau already collects 
those statistics and it merely means that each reporting producer must 
swear to the accuracy of his returns. In the ordinary routine check- 
ing of income-tax returns any false statements would be picked up 
by the inspectors. 

Insofar as results are concerned, the more metal or ore of each re- 
spective type that was imported into the country, the larger would be 
the payment to the domestic producer of the same type ore. If, on 
the other hand, domestic production became large so that we were 
essentially self-sufficient, no payment of any kind would be made to 
the producer of that metal within the United States. In general, it 
might be said that payments to producers of materials where we pro- 
duce more than our military and essential civilian needs would be 
small or negligible, and that payments to producers of materials, 
where production was less than our military and essential civilian 
needs would be large. In no case, where we had even submarginal 
ores, could production go to zero. 

Senator Marone. Right at that point, I would like to ask you 
if what you are asking for is a division among the preducers of the 
Government income from duties or tariffs or whatever you want to 
call it. 

Mr. Wriustron. That is right. It is part tariff and part subsidy. 
I do not say that it is by far the best by any manner of means. The 
only thing I would like to do would be to put it into the hopper for 
consideration because it seems to avoid most of the opposition that 
has been raised by the other programs. It is a subsidy to the extent 
that there is a payment made out of tariff receipts. But our Govern- 
ment has already expressed a desire to do away with all tariffs. So 
they should hardly complain about the loss in revenue. In a way 
it is a payment of a subsidy to a domestic producer by the foreign 
producer. : 

Senator Matonr. I am old fashioned enough to believe that Con- 
gress has it in its hands to adopt a policy, and I would hesitate very 
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much to say that our Government is going to do anything particularly 
right now. 
Mr. Wruuiston. I agree. 


RESPONSIBILITY OF CONGRESS 


Senator Mavong. It is the constitutional responsibility of Congress 
to adopt the principle or policy in this regard. You agree to that 
statement ? 

Mr. Wriuutston. Yes, it is. 

Senator Matone. The fact that they have for 21 years abrogated 
that authority 

Mr. Wriutston. Is wrong. 

Senator Matonr. It could be wrong and it could also be discon- 
tinued. Now, I have asked several industries, and you probably 
heard the paper to the representative of the zinc-lead industry this 
morning, if he was the one that wanted a tariff on what he produced 
and free trade on what he purchased, or would he be for a principle 
that would apply to all such industries, that is, the crockery industry, 
the textile dae the brass industry, the machine tool industry, 
and hundreds of other industries, including the watch industry. I 
understood him to say that he was for the principle. 

One of the difficulties I have noticed in 7 years in the Senate is that 
the oil industry will come in for quotas, the zine industry comes in 
for a formula of a certain price to be maintained, and when it goes 
below that price, there will be a tariff, and above that price there 
would not be, and when the commodity index changes, the price is 
not static, it goes along with the commodity index price, and by the 
time you figured that out for all these industries, everybody would be 
so dizzy they would probably resign from the Senate. 

Mr. Witutston. That is true. That is one advantage of this type 
of thing. It would take the heat off the Senate if they worked out 
something along this line. 

Senator Matone. How would you work it out for these hundreds 
of other industries ? 

Mr. Wriuiston. You can extend it beyond the minerals. It was 
originally worked out for the strategics. It was found that it would 
apply equally well to copper, lead, and zinc. I think the theory of 
it is that the more the imports, the more the payment to the domestic 
producer. He can be pushed down part way, but never out of the 
nicture. 

On the other hand, if he grows too large so that we are essentially 
self-sufficient in full, he gets no aid at all, And he does it without 
any bureaucracy. 

enator Martone. Those who went down to 2 tons, then all of the 
tariff would come to the 1 producer that produced 2 tons? 

Mr. Wituiston. How long do you imagine there would be 1 pro- 
ducer doing 2 tons? There would be more competition that would 
run him ragged. 

Senator Martone. Would it not be much more simple to have a 
principle that could be laid down and, if as ee here this morn- 
ing, that Congress would just decline to extend any further the exten- 
sion of their constitutional responsibility to the State Department or 
to the executive? 
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Mr. Wituiston. You brought out the point that if it goes back to 
the Tariff Commission as an agency of the Congress and not of the 
administrative agencies, then there is the problem of adjusting these 
things to varying conditions for each individual item. 

Senator Marone. That is their business. It is like the Interstate 
Commerce Commission in the fixing of freight rates. About all Con- 
gress did was lay down the principle of a reasonable return on the 
investment. About the only time they have the Interstate Commerce 
Commission Chairman up here before a committee is when someone 
is willing to swear that they are not following the principle. Would 
not that be a good idea with the Tariff Commission ? 

Mr. Wi.uisTon. Senator, I agree with you. I am not opposed by 
any means to high fixed tariffs, to sliding scale tariffs, or to a re- 
appointment of the Tariff Commission to its original purpose. 

Senator Maton. I am not talking about the high or low tariffs. I 
am talking about the differential that could be determined by an agent 
of the Congress that is set up for the purpose. 

Mr. Wiuuiston. The only reason I wanted to put this in the hopper 
is that it isa little different and it avoids a great many of the objections 
to some of the other programs that are put forward. For a long time 
I butted my head against stone walls in Washington, and I got bumps 
all over it, and I finally got to the point where if there is a door, I 
would rather go through the door, if there is any hope in so doing. 
I do not propose this in any manner as anything fixed. It may be 
the wrong thing todo, But I would like to propose it to the committee 
for its consideration in the event that it would be feasible to exercise 
something along those lines. 

Since there would be no material increase in tariff rates, consumers 
would probably not object. Since tariff rates would not be appreciably 
increased our State Department and our allies could hardly object too 
strenuously. Since the United States Government has already ex- 
pressed a desire to do away with all tariffs, it cannot well complain 
about the loss of that revenue. The payment of one-third of our 
present tariff revenues to the Agriculture Department is ample legis- 
lative precedent for such a program. 

In conclusion I hope this committee can give this suggestion some 
thought to see if it does not provide a possible answer to what is 
necessarily a very knotty economic, legislative, political, and defense 
problem. 

Senator Maton®. It is a little hazy to me about the United States 
Government already expresing a desire to do away with all the tariffs. 
I remember that the administration that we had for so many years 
expressed that desire, but I do not remember 

Mr. Wiuuiston. If I said desire, I was wrong. I might add more 
of a willingness. In other words, we have heard even recently a desire 
for still further decreasing tariffs. 

Senator Matone. But I have not heard it from the present adminis- 
tration. What they have said is that they wanted an additional year 
to determine what the policy ought to be, and they do have a rather 
extensive commission appointed. Mr. Randall is at the head of it, 
and this commission is to study the situation and make definite recom- 
mendations. This committee hopes that whatever information it may 
acquire will be available to that commission. 
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We changed that administration last year. Speaking for only 
one member of this committee, I thought that their policies in this 
regard may have had something to do with the change. 

Mr. Witutston. It may well have. 

Senator Matone. And that now we are in the throes of the work 
to determine what the policy should be and what the principles should 
be, and whether it should be on a long-range basis or whether we 
should continue to juggle the balls through numerous commissions, 
or how it should be done. 

Mr. Witu1stron. I was hoping, Senator, that in the event there still 
remains considerable opposition to a reasonable tariff protection to 
our mining industry, th at by changing some of the trimmings on 
the program, we might avoid the objections of the consumers and 
avoid the objec tions of the State Department, and avoid the objections 
of our allies, and still get what we want. 

Senator Maton. I had not yet adopted a policy myself, speaking 
for 1 Senator out of the 96, and 1 member out of 5 of the subcom- 
mittee here, that we have to satisfy anybody but ourselves. In other 
words, if our allies, who are now trading with Russia and Communist 
China and almost everyone else, and urging the recognition of Com- 
munist China, if it is decided that they are going to fix our policy 
that is one thing. But I still am very reluctant to admit that they 
are going to do it. 

Mr. Wiiuiston. I know it is not their job, Senator. I do not say 
that this program is the program to do it. But it might be easier if 
that becomes too difficult to do it in the time-honored way, maybe it 
is worth a thought to see whether this would be a usable substitute. 


Senator Martone. I am glad to have your suggestions for the benefit 
of the committee. I am just concerned that if we try to establish 
two or three hundred industries that we might get a corresponding 
number of methods of doing business in this manner, that it may 
result in even more eae me If we could just talk about a 


principle, if might simplify matters 

Mr. Wituston. This is a principle which applies quite equitably 
to the whole mining industry, reaching the limits of columbium on 
one hand and iron ore on the other. 

Senator Martone. About all that is involved is that Congress take 
back its constitutional authority by not extending it any further. 

Mr. Wiuuiston. That is right. 

Senator Martone. Now, Mr. Williston, if I understood your testi- 
mony correctly, it is your opinion that we could become reasonably 
self-sufficient in the United States in the production of mercury if 
there was a long-term policy laid down in some manner to provide 
that differential of cost Lele een the wage standard of living here and 
abroad, and that we could become entirely self-sufficient without any 
difficulty at all in the Western Hemisphere. 

Mr. Wiuston. I think there is no doubt about that. I would say 
that we would be able to take care of direct military and essential 
civilian needs from the United States and self-sufficient as regards 
our whole economy from the Western Hemisphere, if it is worth while 
doing it. 

Senator Matone. And that would be from Canada and Mexico? 

Mr. Witiiston. Yes, and South America. 
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Senator Matone. Mr. Williston, we certainly appreciate your pres- 
ence here and your giving us the benefit of your iedesinial eapetence. 

Mr. Wuuiston. Thank you. If I can be of any further help, I will 
be glad to. 

The Cuatrman. Next we will hear from Mr. Charles Segerstrom 
on tungsten. I am forced to announce that our time is very lhmited— 
5: 30 or 6 is the latest we can work tonight because I must leave in the 
morning, so that if you will limit your remarks to a few minutes, we 
will very much appreciate it. 

Mr. Segerstrom, will you identify yourself for the record ? 


STATEMENT OF CHARLES H. SEGERSTROM, JR., PRESIDENT, 
NEVADA-MASSACHUSETTS CO., TUNGSTEN, NEV. 


Mr. Secerstrom. My name is Charles H. Segerstrom, president of 
Nevada-Massachusetts Co. at Tungsten, Nev. 

The Cuarmman. Mr. Li and Mr. Long, would you come forward to 
the table? You are both interested in tungsten and maybe we can 
save a little time. 

Mr. Seeerstrrom. I am going to suggest that Mr. Long take this 
chair here as he is a little deaf and it might be easier for him. 

The Cuarman. That is perfectly all right, Mr. Segerstrom. 

Mr. Segerstrom, will you continue with your statement in your own 
way ¢ 

Mr. Secerstrom. I don’t have any particular statement, Senator. 
I was all ready to leave home at the time. I didn’t bring anything in 
particular along with me. 

The Cuarrman. In view of that fact, let me again state the objec- 
tive of the committee. The objective is, of course, to determine the 
availability of these strategic and critical minerals and materials and 
fuels to the United States in time of war, for our expanding economy 
and for our security. 

If you would care to make a general statement as to the conditions 
under which these materials might be made available to the United 
States in wartime and for our expanding economy and then submit a 
statement later, it would be very satisfactory to the committee. 

Just go ahead and state it in your own way. 


TUNGSTEN PROGRAM 


Mr. Secerstrom. I made a similar statement before the House Com- 
mittee on Small Business in San Francisco in April in connection with 
the same thing when recommendations were asked along general lines. 

At that time I tried to bring out that particularly in tungsten that 
in 1951 and 1952 that under the program that was put forward at that 
time under DMPA that considerable progress had been made in in- 
creasing domestic tungsten production and that one of my primary 
considerations at that time, No. 1, as a matter of fact, was that the 
present program of DMPA at that time be extended for 2 additional 
years. 

PURCHASE PROGRAM ONLY TEMPORARY SECURITY 


Now, in the interim H. R. 2824, which was passed by Congress and 
signed by the President on August 7, has been passed, so that we might 
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say that chrome, manganese, tungsten, columbium, and the other mate- 
rials covered by that act have been granted an additional period of 
semisecurity, let us say. 

I only call it semisecurity because I do not think it is anything that 
anyone can lay back and go to sleep because it doesn’t answer all of the 
problems of these industries. 

Now, one thing in particular: You might just take tungsten itself. 
The price program is $63 per unit. Back before the Reciprocal Trade 
Agreements Act, the duty at that time was $15.86 per unit. It was cut 
in the first cut of 50 percent down to $7.93 per unit. 

Now, in 1951 when DMPA was getting going, tungsten was so criti- 
cal that foreign prices and domestic prices went up fantastically. 
The foreign price got up to about $65 per unit. 

The program went into effect and coming along up to last year, the 
demand for tungsten decreased some. We reached a situation that is 
similar to that in lead and zine where early this year foreign prices 
had come down to the point where they still are at the present time of— 
at the present time they are around $42 to $43 per short ton unit f. a. s. 
New York, that is, before duty, or equivalent to $50 or $51 after duty. 

Right there we have one of our danger signals that if anything hap- 
pened to our present program tomorrow, you have a $12 differential 
right there that these foreign producers could use as a club as against 
the domestic producers. 

I think that is true not only in tungsten, but in these other metals 
that we are talking about—anything that is strategic and critical. 

I think that was a big step in passing the program and has given 
encouragement to the industry and has increased production further 
than it had reached in 1952 when 79 percent of the domestic con- 
sumption was produced domestically. I think that figure will even 
be surpassed in the year 1953—that is my personal opinion. 1 
wouldn’t be surprised if we would go above 100 percent in 1953. 

The Cuarrman. Apparently it is your idea if a principle of some 
permanency could be established by Congress and carried out through 
its agent, whether it be a Tariff Commission or any agent that they 
might establish, that the domestic tungsten industry can do the job? 

Mr. SxcerstromM. The domestic tungsten industry and a lot of the 
other strategic and critical material industries could do the job if they 
had longer term insurance as to what their status was going to be. 

The Sexes. I am talking about a permanent principle. 

Mr. Secerstrom. That is right. I agree 100 percent. Under the 
act of 1934, the so-called Reciprocal Trade Agreements Act, as it is 
now called, there is no sense of permanency at all to anything. It is 
just a matter of time. 

My personal belief is that Congress should, as of this year, or 
previous to this year and it must surely next year, if they are ever 
to do it, take that control away from the executive department and 
return it back to where it belongs, to the Tariff Commission. That 
is my ying opinion on it and I am very firmly convinced of that. 
I think that will go a long way toward helping stabilize domestic 
industries, 

The Cuarmman. And then going further, emphasizing the principles 
of, say, adjusting duties, imposts, and excises as called by the Con: 
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stitution, or as now referred to as tariffs and import fees, on a definite 
basis, say, of fair and reasonable competition ? 


WAGE DIFFERENTIAL, FOREIGN AND DOMESTIC 


Mr. Srcrerstrom. Well, that has to come along as the second step, 
without any doubt at all, because you just take any of our tariffs— 
none of them are, in effect in their rates, doing the job they were orig- 
inally set up to do, to offset the difference in cost between domestic 
production and foreign production. 

I would say of tungsten that the duty of $7.93 a unit—you would 
probably have to get that up to $25 or $30 a unit in order to have it 
really become effective as was the original purpose of our tariff duties. 
Give us some idea of the difference in wages between what producers 
pay here under general conditions under which they produce tungsten 
and the general conditions and wages that constitute the competition 
from foreign sources. 

Mr. Secerstrom. Well, here in the United States the last 5 years in 
the tungsten mining industry, we have seen an increase of wages to a 
little over 100 percent. It is up now to around $1.90 a hour. 

The highest wages that I know of being paid in foreign countries 
for equivalent work of a miner, is $2 a day. In other words, wages 
are at least eight times as great in this country as they are in foreign 
countries in this particular industry. 

The CHarrman. How do you pay industrial insurance, social se- 
curity, unemployment insurance, and so forth ? 

Mr. Secerstrom. I am not including in that $1.90 an hour any of the 
fringes at all. They would come in addition to that. 


The Cuarrman. I am asking aM the question—you do pay those? 


Mr. Secerstrom. That is right, so it would go up between 10 and 
12 times what the maximum pay would be in foreign countries. 

The Cuarrman. And do these foreign workers have any such pro- 
tection as industrial insurance, unemployment insurance, social 
security ? 

Mr. Srecerstrom. None whatsoever. 

The Cuatrman. Then that is what we are really talking about, both 
realizing that our machinery and our methods are available in these 
other countries, aren’t we really talking about the difference in wages 
when you come right down to it? 

Mr. Srarrstrom. The difference in real wages, in purchasing power, 
and as Mr. Williston has previously expressed it, it gets even worse 
than expressing it in 10 times the wages, say in a foreign country it 
maybe gets up to 15 times in what the take-home pay will buy. 

We cannot in this country, and I have always maintained it, and I 
am sure that it can never be disproven, it is an attempt to lower our 
standard of living in order to bring up the standards of foreign coun- 
tries. We are continuing to raise our own standards and at the same 
time, why, some of our departments in Government would like to 
bring up foreign standards to ours but that is an impossibility and 
there has to be some method used to make a separation of those costs 
and some means of keeping them separated so that the domestic min 
ing industry can continue to exist. 

The CuatrmMan. Well, do you have any idea that labor in this coun- 
try, that is the workingman, would submit to foreign wages to keep 
your industry going? 
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Mr. Secerstrom. No, that is an impossibility. 

[he CuarrMANn. In other words, they couldn’t live? 

Mr. Secersrrom. That is right. 

The Cuarrman. Well, couldn’t this be called another plan to de- 
stroy the wage structure of this country and small business, defining 
small business as business not of a size that can use the sweatshop labor 
of these nations, these low-wage nations and produce the material and 
send it back here. 

Wouldn’t that be part of the plan to destroy the wage standard and 
living standard over here ? 

Mr. Secerstrom. Oh, I am sure that is the basis for the whole 
thing—it is not only to destroy that but to destroy our domestic min- 
ing industry. 

I think that is definitely what is planned and if it can be accom- 
plished, I think this is about the last time the mining industry is going 
to have a chance to get together to defend itself and unless all the dif- 
ferent factors of it gets together, they are not going to be able to sus- 
tain a going domestic industry. 

The CHarMan. Well, now, is there in fact any difference in the 
conditions that should be laid down by Congress to maintain stability 
in the mining industry, in the watch industry or the machine tool in- 
dustry or any other industry that is subject to destruction through 
foreign sweatshop competition ? 

Mr. Secerstrom. I don’t think that there is. They each have their 
own problems but when you analyze them, they are all practically the 
same when you get right back to it. 

You can’t compete with dollars against pennies, let’s put it that 
way. 

The CuarrMaNn. Now, if we thought that,—if the Congress of the 
United States should in effect decide that we are always going to have 
peace, then this plan of a one economic world would only destroy your 
economic structure. Even though there were no danger of a military 
defeat, it would destroy your economic structure in case we never had 
another war. 

Mr. Secerstrom. That is true. 

The Cuamman. But in case of war if you are out of the minin 
business and the mines were shut down, what is the situation then? 
Can you start up your mines and reach the stage of production that 
you attained before during World War II? 


NOT INFORMED 


Mr. Sxcerstrom. Well, there are so many agencies in Washington 
involved in the metals picture and mining in general, that I think it 
is quite a confusing thing to a small operator to have to go there and 
face the picture as it is, but I would say that 90 percent of the people 


that are trying in various ways to make a metal policy, haven’t any 
idea of what a mine is and have never seen a mine. 

They think it is a push button operation, they don’t realize that a 
mine, once it is shut down for a period of 5 years, let’s say, without 
any maintenance work on it, cannot be put back to work in a week. 
They apparently think it is just an overnight operation, but it is a long 
term deal. 
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In this statement that I made in San Francisco I mentioned that 
in many cases the shutdown of a year without = maintenance, 
might mean that to eventually get going again would take as long 
as 5 years. 

The CuatrmaNn, In other words, what you are doing, and the pur- 
pose of the question is to determine whether you could ever start re- 
viving a defunct industry in time to help in a war that is then current? 

Mr. Secerstrom. Not if the help is going to be needed in a short 
time. I say a minimum of 2 years and it may run to a maximum in 
some cases of 5 years. 

The Cuarrman. In other words, you are then getting ready for the 
second war instead of the one you are then fighting? 

Mr. Secersrrom. You are not going to do much good in the first 
one. 

The Cuarrman. I understood you to say that you think the tungs- 
ten industry would be self-sufficient in a few years under a stable 
principle laid down by Congress, in which investors and workingmen 
could have confidence ? 

Mr. Secerstrom. That is correct. 

The Cuatmrman. You are talking not only of self-sufficiency in time 
of peace, but also in time of war? 

Mr. Secerstrom. No, I am speaking in, say, maximum peacetime 
demand. I think that that is probably a goal that should be reached 
and the stockpile used for time of necessity to make up the deficiency. 

I think our goals in order to meet wartime needs, would have to be 
so high for many of these minerals that it would be impossible to keep 
our mineral industry operating at that capacity during peacetime. 

The Cuamman. What about the Western Hemisphere—that is to 
say, the other nations in the Western Hemisphere in addition to our 
own if some attention were paid to their production. Could we get 
the tungsten that we need in the Western Hemisphere for use in war 
in sufficient quantities ? 

Mr. Secersrrom. Well, the Western Hemisphere, as far as aoe 
is concerned, has quite a lot of production, particularly from South 
America and Canada and some small amounts from other countries 
like Mexico. 

However, most of it, at the present time, and I think I have some 
charts available to show that it is coming from Burma, Spain, Portu- 
gal, in other words, outside of the Western Hemisphere and the big 
peor in the Western Hemisphere is Bolivia, outside of the United 

tates. 

The Cuatrman. Do you know anything about production and the 
acquiring of certain tungsten deposits in Korea ? 

Mr. Srcerstrom. Yes, sir; I have tried to follow that as closely as 
poeeiare They haven’t been acquired by our Government but there 

ave been long-term contracts granted by our Government with the 
Korean Government for the operation of those deposits. 

The Cuarrman. What are the amounts of these contracts that have 
been made with Korea, if you know ? 

Mr. Secrrsrrom. I don’t think it has ever been revealed. There 
was an advance to be made originally on the Korean contract of some 
$614 million for capital investment and outside of that I have never 
seen any of the other figures. 
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‘*) 


The CHarrmaNn. Mr. Segerstrom, I certainly appreciate your appear- 
ance here and if you have any supplemental! statement that you want 
to make, the committee will be very happy to receive it. 

Mr. Secerstrom. I have already given the stenographer one copy 
of the statement I already had made. 

The CuarrMaAn, Off the record of a moment. 

(Discussion off the record.) 

The Cuarrman. The two-page copy of your statement will be ac- 
cepted in this record as part of your testimony. It will be placed in 
the record, 

(The matter referred to is as follows :) 


TUNGSTEN 


The production of tungsten concentrates, vital for use in high speed tool steels, 
tungsten carbides, jet engines, armor piercing shelis, and many other important 
and critical uses, has never received the importance that it deserves. It is an 
industry little heard about in much of the United States but it is of utmost im- 
portance to the economy of this country. 

Our domestic producers have always been faced with sizable fluctuations in 
the demand and price for tungsten, with short periods of high prices and good 
demand, always followed by long periods of low demand and low prices resulting 
in the closedown of many operations. A mine is not like a manufacturing unit 
which can be closed down and reopened at will, but it is a long term, expensive 
operation where plans must be made well into the future to assure continued 
operation. A mine shut down for a year may take a year or more after reopening 
to get back on the production basis reached before the shutdown. Water comes in 
and floods the mine, timbers rot, and rail and pipe rust away. 

Machinery depreciates very fast when not in continual use and the reestablish- 
ment of its top efficiency is slow and costly. Ore reserves must be kept at a level 
where continual high production can be maintained, but the threat of continued 
closings and reopenings does not often make this economically possible. 

The table below, taken from reports of the Bureau of Mines, shows exactly 
what has taken place and what is happening at present: 


United States production and consumption of tungsten 
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The increase in domestic production in 1951 and 1952 was due mainly to the 
domestic tungsten program of the General Services Administration, started in 
July 1951, to run for a period of 5 years to July 1, 1956, or until 3 million short- 
ton units have been delivered at a floor price of $63 per short-ton unit, less 
penalties for off-grade material. This program is effective for small producers 
as well as large ones and has created the incentive for many new deposits to 
come into production and many old ones to reopen. In 1949 many of the 
domestic producers were forced to shut down completely due to low prices and 
demand. The years 1945, 1946, 1947, and 1948 were touch and go for many 
operators and many were forced to close down. 

Imports of tungsten for 1952 amounted to 17,864 short tons compared with 
6,737 for the year 1951. It is presumed that most of the imports went into the 
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stockpile as many foreign producers have long-term contracts with our Govern- 
ment. 

The Nevada-Massachusetts Co., of which I am president, is one of the oldest 
tungsten mining operations in the country as production started there in 1914. 
We are a typical mining operation, being definitely classified as small business 
as we employ on the average about 200 men and never over 230 employees. 
We operate both underground mines and open pits and mill from 400 to 500 tons 
per 24-hour period. Our ore is low grade in tungsten content, but due to efficient 
milling our recovery of tungsten is such that we have been able to remain in 
business. 

Our costs have been increasing steadily in recent years with labor costs 
up over 100 percent since 1948 and material and supply costs up almost as much. 
Our operation is typical of others in the industry except as to size. There are 
several larger operations but most are smaller varying from one prospector to 
several partners and then on to those employing a few men and on up to opera- 
tions with capacity of 100 to 150 tons per day employing from 30 to 50 employees. 
I believe I am correct in stating that none of the tungsten producers in the 
United States employ over 350 men. 


PROBLEMS OF THE INDUSTRY THAT MUST BE MET 


1. The domestic tungsten program of GSA must be extended for 2 years after 
July 1, 1956, which is the expiration date of the present program. Foreign 
contracts for tungsten were made for 7 years and we feel that the domestic pro- 
ducer is entitled to equal consideration as it is our tax money that is making 
funds available for foreign purchases. Approximately 83,000 units have been 
delivered to the Government against the 3-million unit goal as of the end of 
1952. Even if all domestic production went to the Government, which in fact 
it does not, the 3-million unit goal could not be met by July 1, 1956. 

2. Many producers feel that they would have more incentive to go ahead if 
they had a definite written contract with the Government instead of the post- 
eard contract which is all any domestic producer has under the domestic tungsten 
program. 

3. The present duty of $7.93 per short ton unit of WO; must be continued in 
effect and this tariff not reduced in any further reciprocal trade agreement. If 
the domestic mines are to continue to operate and to compete with foreign 
tungsten in the United States market, this duty must be retained. Foreign 
labor costs are so much lower than those in the United States that without the 
tariff there would be no domestic mining of tungsten, and in times of emergency 
or war we would not have the domestic tungsten industry to fall back upon. 

4. A more vigorous domestic policy for mining should be inaugurated and 
less credence given to the have-not theories which have been the policy for 
so many years. The theory behind saving our metals in the ground for some 
future emergency is very weak as when the metals are needed the need is 
immediate and not a year or two away, which is how long it takes to get a mine 
operating. 

5. With regard to taxes, the present depletion rates must be continued if new 
ore bodies and mines are to be developed. The exemption of the strategie and 
critical mines from the excess-profits tax is a must to assure increased production 
when needed. 


The Cuarrman. Now, Mr. Li, if you will identify yourself for the 
record ¢ 


STATEMENT OF K. C. LI, CHAIRMAN, WAH CHANG CORP., 
NEW YORK CITY 


Mr. Li. My name is K. C. Li, chairman of Wah Chang Corp., which 
operates the Black Rock Mining Corp., with mines in Bishop, Calif., 
and one in Lincoln, Nev. 

Mr. Senator, I shall briefly state my ideas on tungsten only. 

The Cuarrman. You could do that, Mr. Li, and furnish us with any 
supplemental statement you would like to make. 
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Mr. Li. I have heard the testimony made by Mr. Segerstrom and 
there is no question that he is right. I should like to implement what 
has been said. 

This country has three times been scarce of tungsten. During the 
First World War, the Second World War, and the Korean incident. 
All these three times have been quite serious. 

In the First World War the price of tungsten went as high as $100 
per unit. The First World War was only a shrapnel war. Tungsten 
was not in such great demand. It was only used for tool steel. 

In the Second World W ar, tungsten was in much more demand, 
serious demand, especially at the end of the war in 1 45, just at the 
close of the war. We were in great scarcity. 

Industry was called upon to produce such an amount that even the 
world production would not have been able to supply such a demand. 

You asked if this country was self-sufficient. 


POLICY TO INSURE ADEQUATE SUPPLY OF TUNGSTEN 


| would say that in three steps. In peacetime I would say “Yes.” 
At the present our production, domestic production, is perhaps a 
little over peacetime consumption. In wartime I would say “No.” 

During the Korean incident, we had three targets to shoot at. That 

requirements of peacetime, partial mobilization, and full mobi- 
lization. In partial mobilization, we are away behind. In full 
mobilization we are still very much more behind our consumption. 

Now, if domestic industry is kept going and the surplus of domestic 
production over peacetime consumption is stockpiled, there may be 
buffic ient accumulation for partial mobilization. 

Unless science develops methods of extracting tungsten from very 
low-grade ore, of which there is plenty in this country, we will never 
be able to reach full mobilization requirements if our requirements 

re going to be as big as the military experts have told us they will be 
during a war. 

The Cuarrman. I think, Mr. Li, that the demand now, the large 
part of the demand is for military purposes, isn’t it ? 

Mr. Li. Not quite, Senator. You see, the Korean warfare, as I 
understand it, is not tank warfare and therefore tungsten cores have 
not been used. That represents the biggest consumption of tungsten. 

The Carman. But we are using tungsten in the preparation of 
war equipment that is being sent to Europe. 

Mr. Li. Yes, in the cutting tools, the carbides, the high-speed steels, 
but that consumption compared with the consumption of tungsten 
in cores is only a very small percentage, Mr. Senator. 

The Cuatrrman. Now, Mr. Li, you have heard our questions and 
answers for the last couple of days on the principles that should be 
laid down by Congress that would again inspire the investors and 
the workingmen, prospectors, and explorers with the confidence neces- 
sary to go ahead. 

What is your opinion about the principles that should be laid down 
by Congress? Have you considered that? 

Mr. Lt. Yes; we have considered it. Mr. Senator, whatever I ex- 
press is on the basis of my experience as one of the producers in this 
country. At the conclusion of World War II, the producers of 
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tungsten, particularly the small ones, have not been benefited at all; 
in fact they suffered quite severely. 

When the Korean incident occurred, the domestic producers, large 
and small, were assured that they would not be left in the same posi- 
tion that they were left in at the end of World War II. I believe 
that the response of domestic producers has been very, very good. 
Deposits, many deposits were worked upon, but many producers who 
started producing since the incident have not received benefits because 
as you know, Mr. Senator, since you are from a mining State, a mine, 
particularly a tungsten mine, cannot be expected to produce within 
a year or 2 years or 3 years. At least, that is our own experience. 

‘We started operations in 1950, a m: itter of 3 years now, and we just 
started producing. Our metallurgical and mining problems have yet 
to be completely solved. It might take another year or so to solve 
them. 

If these producers should be left to take care of themselves after 
1957 or 1958, I am afraid that most of the producers, with the excep- 
tion of a few, will have to close up. 

The Cuarrman. Well, a permanent industry cannot be established 
by 1- or 2-year contracts which depend on whether Congress may or 
may not extend the law. There is no incentive to invest any large 
sum of money in the mining industry; is there? 

Mr. Li. No, Mr. Senator, you are quite right. 

The Cuarrman. What Thad in mind, Mr. Li, was whether you had 
an opinion as to what Congress should do. They did in effect, trans- 
fer their constitutional responsibility to the State Department in ef- 
fect, to make these agreements, to lower tariffs and to raise them. 

Now, that act, the 1934 Trade Agreements Act, has been extended 
this year for one more year to June of 1954. 

Now, you have heard the testimony of the witnesses to the effect 
that they think the act should be allowed to expire and allow the 
power to revert to Congress through its agent the Tariff Commission 
on the basis of fair and reasonable competition, that is, to adjust the 
duties on that basis, and take into account the difference in wages in 
different countries and set up a tariff to equalize the difference in costs. 

In that case, would it be your opinion that confidence would be in- 
stilled again in the investor and the workingman and that the mining 
industry, and particularly here with referenc e to tungsten, would 
operate on a continuous basis? 

Mr. Li. Well, Mr. Senator, [ am not an expert on trade agreements 
and have little knowledge of them; therefore, I am not in a position 
to express any expert opinion. 

However, I do say, Mr. Senator, that Public Law 206 which was 
passed unanimously by the Congress and signed by the President, was 
intended to make this country independent of for eign resources. 

To bring about that intent, I believe there are but two courses open, 
namely, one is protective t tariffs, effective protective tariffs; the other 
is by the Government’s continuous buying of domestic production or 
domestic surplus production in peac etime. 

About wages, Mr. Segerstrom has testified that the ratio of foreign 
to domestic is about 10 to 1, or about $20 a day against $2 a day. In 
some countries I would say it was even less than that, as low as 75 
cents to $1 a day in our money. 
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There js a further complication existent today. You will find that 
most of the countries have managed currency, export duties, and for- 
eign exchange controls. If such governments desire to dump, they 
give more free exc hange to the producer or lower the export tariff and 
we really have something to face. 

The Cuarrman. Well, then, if I understand you correctly, Mr. Li, 
if Congress took back their constitutional authority to regulate tar- 
iffs and import fees or duties, as the Constitution calls them, and did 
their job through the Tariff Commission and allowed the Tariff Com- 
mission to compensate through the tariff for any manipulation of ex- 
aa, vara that would answer your problem; would it not? 

Mr. Lr. Well, the Tariff Commission has formerly functioned very 
suce any, from what I understand. During the end of World War 
II, the price of tungsten went as low as $11. per unit. That meant 
that quite a number ‘of countries could profit by shipping their tung- 
sten to this country at $11 per unit, plus duty of $8, or a total of 
$19. That price remained unchanged from 1946 until the Korean 
incident. 

If history repeats itself in this country, then domestic tungsten 
producers will be faced with the importation of tungsten, perhaps ata 
price similar to that or maybe proportionately. “That is a serious 
challenge to domestic production. 

The Cuamman. What you are trying to say, Mr. Li, and the chair- 
man understands, is that in order to inspire confidence in the work- 
ingmen and prospectors and explorers of any minerals, especially 
with reference to tungsten at this particular point, there must be 
some kind of a principle in continuous operation and not dependent 
just upon the decision of Government officials or even a separate act 
of Congress every year? 

Mr. Lt. Yes, Mr. Senator. 

The Cuarrman. You agree with that? 

Mr. La. Quite so. 

The Cuatrman. Mr. Li, we thank you very much for your appear- 
ance here before the committee and I hope that if you have any further 
statement you would like to make, that you will send it to the chair- 
man at the Senate Office Building, Washington, D. C. 

At this point I would like to make a part of the record Public 
Law 206. 

AN ACT To encourage the discovery, development, and production of tungsten, manganese, 


chromite, mica, asbestos, beryl, and columbium-tantalum-bearing ores and concentrates 
in the United States, its Territories, and possessions, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Domestic 
Minerals Program Extension Act of 1953.” 


DECLARATION OF POLICY 


Sec. 2. It is hereby recognized that the continued dependence on overseas 
sources of supply for strategic or critical minerals and metals during periods 
of threatening world conflict or of political instability within those nations 
controlling the sources of supply of such materials gravely endangers the pres- 
ent and future economy and security of the United States. It is therefore de- 
clared to be the policy of the Congress that each department and agency of 
the Federal Government charged with responsibilities concerning ‘the discovery, 
development, production, and acquisition of strategic or critical minerals and 
metals shall undertake to decrease further and to eliminate where possible 
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the dependency of the United States on overseas sources of supply of each 
such material. 

Sec. 3. In accordance with the declaration of policy set forth in section 2 
of this Act, the termination dates of all purchase programs designed to stimu- 
late the domestic production of tungsten, manganese, chromite, mica, asbestos, 
beryl, and columbium-tantalum-bearing ores and concentrates and established 
by regulations issued pursuant to the Defense Production Act of 1950, as amend- 
ed, shall be extended an additional two years: Provided, That this section is 
not intended and shall not be construed to limit or restrict the regulatory 
agencies from extending the termination dates of these programs beyond the 
two-year extension periods provided by this section or from increasing the 
quantity of materials that may be delivered and accepted under these programs 
as permitted by existing statutory authority: Provided further, That the ex- 
tended termination date provided by this section for the columbium-tantalum 
purchase program shall not apply to the purchase of columbium-tantalum-bearing 
ores and concentrates of foreign origin 

Sec. 4. In order that those persons who produce or who plan to produce under 
purchase programs established pursuant to Public Law 774 (S8ist Congress) and 
Public Law 96 (82d Cong.) may be in position to plan their investment and 
production with due regard to requirements, the responsible agencies controlling 
such purchase programs are directed to publish at the end of each calendar 
quarter the amounts of each of the ores and concentrates referred to in section 3 
purchased in that quarter and the total amounts of each which have been pur- 
chased under the program. 


Approved August 7, 1953. 

Now, Mr. Long, do you have any statement to make ? 

Mr. Lone. Yes, Senator. 

The Cuatrman. Would you identify yourself for the record. 


STATEMENT OF W. LUNSFORD LONG, VICE PRESIDENT AND GEN- 
ERAL COUNSEL, HAILE MINES, INC., TUNGSTEN MINING CORP., 
MANGANESE, INC., WARRENTON, N. C.—SEATTLE, WASH., SEP- 
TEMBER 23, 1953 


Mr. Lone. Mr. Chairman, I have no prepared statement to make 
but I would like to say a word or two in supplement of what Mr. 
Segerstrom and Mr. Li have stated with respect to tungsten. 

The CHarrmMan. Will you identify yourself for the record ? 

Mr. Lona. Yes, my name is W. Lunsford Long; I am vice president 
and general counsel of Haile Mines, Inc. I am also president of the 
Tungsten Institute, which is the trade association of the tungsten 
domestic mining industry, recently organized for the purpose of try- 
ing to foster the de velopment of the domestic tungsten mining indus- 
try. 

FOLLY OF RECIPROCAL TRADE AGREEMENTS 


I have appeared, Mr. Chairman, at every opportunity, since the 
Kederal reciprocal trade program was inaugurated before the House 
and Senate committees on behalf of the strategic metal groups, oppos- 
ing the extension of that rt 

The CuarrmMan. You certainly have, Mr. Long. 

Mr. Lona. At the time of its inauguration and after it was origi- 
nally adopted I said that if you must persist in this general folly, 
please, in the name of self-preservation, exclude from the oper- 
ation of the act the strategic metals. If you are going to cut the duties 
improperly on other things, don’t let’s cut our throats at the same 
time. 
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I have never been successful in getting that result. 

The last time I appeared was before the House W ays and Means 
Committee on May 15 of this year, making that request for that same 
amendment. I said: 


WHAT'S REQUIRED TO INSURE CONTINUED TUNGSTEN PRODUCTION IN THE UNITED 
STATES 

There will be no security and no stability in the strategic metal mining indus- 
try in this country as long as that threat is imminent and as long as that indus- 
try is unprotected. The time has come when it is inescapably necessary that the 
Congress itself resume its control and administration of our tariff policy or we 
are going to face national disaster in our mining industry. 

That is my considered opinion, sir, and unless you take back the key and keep 
it in congressional hands, we are not going to be secure in the metal industry. 
It is not going to invite any capital—even the bravest of the brave money 
will no longer be willing to enter that hazardous business. 

I want to say that I would like to call to the attention of this com- 
mittee—it may be that I am not in the proper forum, but since I have 
been here in Seattle, I was astounded to read in the newspaper under 
Washington datelines , releases from the Office of Defense Mobiliza- 
tion, this sentence which was quoted by the American Mining Con- 
gress in their bulletin of this week: “Tungsten will not be purchased 
because the stockpile already has more than it needs and would like 
to get rid of some of its holdings.” 

Mr. Chairman, that statement is, in the first place, utterly untrue. 
The stockpile is a secret and I don’t know how much tungsten is in it, 
but any high-school student in the United States that reads a news- 
paper and is at all familiar with the many reports that have come out 
of Washington, knows that the stockpile isn’t full. It is true that it 
has been published that contracts have been made with foreign sources 
for a total amount of tungsten to be delivered in the future which, if 
it should be delivered, would be the equivalent of the secret goal that 
has been set as being the strategic need of the Nation for the stock- 
1 }e-—— 

The Cuarman. What does that mean? That it is on hand? 

Mr. Lone. I don’t know what is the meaning of this statement that 
they have in there that they want to sell 

The Cuarrman. You can’t reconcile this statement with Public Law 
206 that the chairman has just made a part of the record? 

Mr. Lona. It can’t be reconciled, sir, and if you leave the imple- 
mentation of that declared policy to this administrative agency that 
is issuing such statements, that 1t wants to sell tungsten today from 
the national strategic stockpile, then I say that this country is in an 
awfully dangerous. position. 

The Cuamman. Well, as I understand it, the first thing is that you 
believe that the 1934 Trade Agreements Act, commonly known as the 
Reciprocal Trade Act, should ‘be allowed to expire and that the Con- 
gress should reassert its constitutional responsibility to regulate tariffs, 
import fees, duties, and so forth, through its agent the Tariff Commis- 
sion on a definite basis of fair and reasonable competition. If that 
principle were adopted on a continuing basis, it would, in your judg- 
ment, create the necessary confidence among investors, prospectors, 
and explorers for minerals, so that they would go out and bring the 
production up to its proper level ? 
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Mr. Lone. That is perfectly true, sir. 

The Cuatrman. Then what do you think should be done? You 
have heard the discussion about tungsten; you have heard testimony 
that we could become self-sufficient in pee acetime on tungsten. What 
is your opinion of these proper conditions that would secure this 
result ? 

Mr. Lona. I am a little deaf, Senator. 

The Cuatrrman. What would be your opinion? You heard the 
testimony here that we could become self-sufficient under the proper 
conditions as you have heard outlined and outlined yourself, in times 
of peace and war. Do you think that this country could become self- 
sufficient—that is, this Nation’s own production combined with the 
production in the Western Hemisphere ? 

Mr. Lone. As to that, the measuring rod by which to answer that 

question is so undetermined that it is difficult to do; but I can say 
this, as late as September of last year, there was published in the press 
of the country a statement from the Defense Production Administra- 
tion which was next on the totem pole to the Office of Defense Mobiliza- 
tion, in which it was stated that the desired goal for tungsten produc- 
tion was 45 million pounds per year. ane year we are going to pro- 
duce 8 million pounds in this country, or less than one-fifth of that— 
between one-sixth and one-fifth of thane stated goals which the Gov 
ernment desired in September 1952 

Now, whether that stated goal ils be adequate in wartime, [ 
don’t know because I have never professed to have the information 
upon which the goals are determined for our own stockpile needs but 
I should say that this industry has demonstrated by doubling under 
the 5-year program that if we are given assurance of a continued 
national policy on which we can rely, we can really expand and further 
enlarge to meet our needs at any time. 

The CratrmMan. I thank you very much for your appearance here 
today. Do you have any statement to make as far as manganese, the 
production of manganese is concerned? We have mostly talked about 
tungsten. 

Mr. Lona. Yes, I do. 

The CuatrmMan. Could you make a short statement on manganese 
and then if you have any further statement you can submit it to the 
committee ? 


MANGANESE RESERVES IN ARIZONA 


Mr. Lone. I am vice president of Manganese, Inc., which has its 
main production plant, its mine and mill in Nevada at Henderson, 
Nev. I am also interested in manganese operations in California, 
Arizona, and Virginia. I also am personally associated with Mr. H. 
S. West as owner, under lease, of one of the largest manganese prop- 
erties in Arizona. Our estimate of the potential of this property is 
that it has within its limits enough m: inganese to provide the entire 
needs of this Nation for 10 years at today’s consumption rate of in 
excess of 2 million tons of manganese ore a year or about 1 million 
tons of manganese metal a year. 

This Nation has within its confines, enormous quantities of man 
ganese ore, most of it low grade, of course. The processes for its 
beneficiation have been developed in many instances and others are 
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being studied. We in the mining industry in America have the know- 
how to develop those properties but that cannot be done, as in the 
case of tungsten and other metals, unless there is extended some con- 
tinuing governmental policy of protection to the industry to justify 
mi aking the large expenditures necessary for research, investigation, 
and plants. 


COSTLY RESEARCH PROGRAMS MUST BE PROTECTED 


Take the history of the tariff on manganese. It is inconceivable 
to me how the cuts under the so-called Reciprocal Trade Agree- 
ments were justified. You have left in tariff oh manganese one- 
quarter of 1 cent per pound which is less than 6 cents a unit, which 
is nothing except something to earn a little dribble of revenue to the 
Treasury of the United States and gives no protection to the industry 
at all. 

There was not a single manganese operation in the United States 
except the byproducts operation of Anaconda at Butte, Mont., until 
the development of the guaranteed price program, in a limited way 
last year. The guaranteed price program is limited to 37 million 
units at $2.30 a unit, which isn’t enough manganese if the boats stopped 
tomorrow to run the Nation probably 5 months. 


IMPORTANCE OF MANGANESE 


The unique thing about manganese is that it is the basic strategic 
metal of the United States and I wouldn’t give 1 cent for all the 
tungsten, chrome, vanadium, and antimony or any of the other metals 
if we didn’t have manganese. Without manganese you have no steel 
“ without steel you have no modern industry and you can’t win any 
war without two things, oil and steel. You have got to have steel 
ps you can’t have steel unless you add 13 pounds of manganese to 
a ton of iron, yet we are continuing to rely almost entirely on India, 
Africa, or Brazil and even when we get it from Brazil that is 5,000 
miles away. 


PRESENT DEPENDENCE ON INDIA FOR MANGANESE 


When we entered the war with Germany, the German submarines 
bypassed the tankers full of oil to get the manganese boats because 
the Germans knew that there was the heart and soul of American 
industry and for us to be willing to sit in Washington with our stock- 
pile—I don’t know what it is but I know you can find out if you desire 
to, and if you do, it is so pitifully low that you can’t go to sleep tonight. 
We are hauling it across the sea from India, 8,000 miles away and we 
are getting a little bit in the stockpile. 

So one of the first things we should do from the standpoint of 
security, in my opinion, is to provide immediate protection to the 
domestic manganese mining ind istry and give immediate long-term 
contracts to make this Nation self-sufficient in ms inganese. Let the 
producers be given assurance and long-term contracts. That is what 
you have got to do with respect to manganese and if you do that, then 
you can make the Nation secure and you can sleep at night. 
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The Cnamman. Mr. Long, the chairman deeply appreciates your 
statement. You have had experience in this field. I would like to 
ask you at this point. 

Could this Nation, in your opinion, become self-sufficient in the 
production of mz inganese if the proper protection were provided by 
Congress? What is your opinion, sir? 

Mr. Lona. I think it can, sir. 

The Cuamman. What would be the length of program necessary to 
bring that about? That is to say, under a principle laid down by 
Congress to regulate, through its agency, the Tariff Commission, 
tariffs, duties, and import fees? How long would it take us to reach 
that position ? 

Mr. Lona. I should say it would take a minimum of 10 years. 

The CuarrmMan. Even now? 

Mr. Lona. That is right. 

The Cuatrrman. Now, considering the Western Hemisphere in addi- 
tion to the United States ¢ 


COULD BECOME SELF-SUFFICIENT IN THE WESTERN HEMISPHERE 


Mr. Lone. We could, of course, could become self-sufficient in a 
shorter time—— 

The CuatrmMan. Well, what would be the length of time? 

Mr. Lona. Well, I should say if you include South America, you 
could probably do it within 5 years, 

The CuarrmMan, Thank you very much for your appearance before 
the Committee, Mr. Long. 

Mr. Lona. I will be very much gratified if the committee will 


pursue this erroneous publication of so-called facts concerning the 
condition of the tungsten stockpile and the desire of the administra- 
tion to sell tungsten from the strategic stockpile. 

I aonpees the only reason they are not doing it is because Congress 


has the key. 

The Cuarrman. The legislative branch of the Government, which 
is the Congress, transferred to the executive branch its constitutional 
responsibilities to regulate foreign commerce. 

Without expressing an opinion, the chairman is very desirous of 
getting the opinions of producers and engineers in the industry, and 
the chairman has in debate on the Senate floor many times expressed 
the opinion that Congress should regain its constitutional responsi- 
bility in regard to foreign trade. 


FURTHER STATEMENT OF W. LUNSFORD LONG, PRESIDENT, TUNG- 
STEN INSTITUTE, WARRENTON, N. C., THURSDAY, OCTOBER 22, 
1953, WASHINGTON, D. C. 


Mr. Lone. I am W. Lunsford Long, of Warrenton, N. C., vice 
president and general counsel of Haile Mines, Inc., Tungsten Mining 
Corp., and Manganese, Inc. I am also president of the Tungsten 
Institute, and speak for most of the domestic trungsten-mining 
industry. 

Senator Matonr. Where is the headquarters of the institute? 


Mr. Lone. 1757 K Street NW., Washington. 
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Mr. James A. White is the executive secretary of the organization, 
and he resides here in Washington. 

Senator Martone. Proceed. 

Mr. Lone. I shall deal with tungsten first and manganese second 
in my testimony. 

Senator Matonr. Mr. Long, you are generally familiar with the 
objectives of the committee in determining the availability of these 
critical materials to the United States in wartime, for the expanding 
economy, and for the security. 

Mr. Lona. Yes, sir. 

Tungsten Mining Corp., at its North Carolina mine, is the largest 
producer of tungsten concentrates in this country, averaging now 
somewhat over 11,000 units of WO, a month, which is at the rate 
of about 175,000 pounds of pure tungsten a month, or over 2 million 
pounds of the metal a year. This is one-fourth or better of the 
domestic production. This mine was discovered in 1942 under the 
impetus of the war-born search for strategic materials, and its develop- 
ment was begun 10 years ago, in 1943. It proves two things: First, 
Seek and ye shall find; and second, that it takes a long time to bring 
even a good mine into real production. We completed the doubling 
of our mining and milling facilities last year in response to the 
domestic tungsten buying program set up for the Government by 
the Defense Materials Procurement Agency, and others also are now 
in the process of bringing into production new mines and new mills 
as a result of it. 


GOVERNMENT CONTRADICTIONS REGARDING NEED FOR TUNGSTEN 


In September 1952, DPA issued a press release to the effect that 
the needed annual production of tungsten was 40 million pounds of 
metal. The domestic tungsten mining industry was therefore shocked 
to read in the press a recent statement from the Office of Defense 
Mobilization that— 


tungsten will not be purchased because the stockpile already has more than it 
needs and would like to get rid of some of its holdings. 

This statement must refer to the strategic stockpile because the 
domestic buying program set up by DMPA before its abolition has 
some 5 more years or some 2,500,000 units of tungsten yet to run 
under the recent unanimous congressional action which was approved 
by the President. And this statement is untrue with respect to that 
stockpile as it is nowhere in the neighborhood of being full—I hazard 
the guess that it is not more than half full, if that—as it is public 
knowledge that there are outstanding long term contracts for tung- 
sten from foreign sources all over the world. The stockpile authori- 
ties have contracted no doubt for tungsten to be deliveréd from foreign 
sources in amounts which, if delivered, would amount to the set goal; 
but no one knows how certain these deliveries may be even if peace 
endures, and in the event of war we can be reasonably certain that it 
will be most uncertain as to what amount would get through to us 
across the long sea stretches they would have to travel. 

Nor do we know that the goal which has been set is adequate for 
national security. I do not know how anyone can say, for instance, 
that this or that amount is adequate for national security. Some time 
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ago Congressman D’Ewart made a speech in the House of Representa- 
tives on this subject which was an invaluable contribution to our 
thinking on this question; and I now wish to hand to this committee 
a copy of that speech, and ask that it be carefully studied by you in 
your deliberations on this aspect of our Nation’s needs for its future 
safety. Here, Mr. Chairman, is a copy of Mr. D’Ewart’s address. 

Senator Marone. It will be accepted and filed with the committee’s 
record as exhibit 43 of Mr. Long’s testimony. 

(The document referred to was marked as “Exhibit No. 43,” and 
is as follows:) 


ExuHiBIr No. 438 


ANALYSIS OF THE MUNITIONS BOARD STOCKPILING PROGRAM, WAR REQUIREMENTS, 
AND THE EXPLOITATION OF DOMESTIC MINERAL Deposits IN TIMES OF EMERGENCY 


Speech of Hon. Wesley A. D’Ewart of Montana in the House of Representatives, 
Friday, May 5, 1950 


ANALYSIS OF THE MUNITIONS BOARD STOCKPILING PROGRAM, WAR REQUIREMENTS, AND 
THE EXPLOITATION OF DOMESTIC MINERAL DEPOSITS IN TIMES OF EMERGENCY 


An analysis of the Munitions Board stockpiling program, the magnitude of 
war requirements, and the possibility of exploiting our domestic mineral deposits 
in time of war reveal a number of startling facts that should be of vital concern 
to the Congress and the people of the United States. 


ESTIMATED COST OF CURRENT MUNITIONS BOARD STOCKPILE OBJECTIVE 


The estimated cost of the Munitions Board stockpile objective stands today at 
$3,773,000,000 for a total of 71 items, including natural rubber, sisal and manila 
cordage, fibers, castor oil, coconut oil, palm oil, sperm oil, shellac, quinine, opium, 
and other materials, including minerals and metals. 


MINIMUM STOCKPILE OBJECTIVE ADMITTEDLY INADEQUATE 


What does this Munitions Board stockpile amount to if fully attained? The 
Munitions Board, in its report dated January 23, 1949, informed the Congress: 
“The objectives of the program are minimum ones; even when these objectives 
have been fully attained, the stockpile would not be able to cure all wartime 
shortages. It would do no more than ease the desperately critical shortages that 


might otherwise block our war production completely.” 
ASSUMPTIONS USED FOR DETERMINING THE MINIMUM STOCKPILE REQUIREMENTS 


On what basis was the admittedly inadequate Munitions Board stockpile objec- 
tive established? The Munitions Board report to the Congress, dated January 23, 
1949, states that— 

“Long-range or total stockpile objectives are established on the basis of esti- 
inates as to the requirements of the United States during an assumed 5-year 
period of war for each strategie and critical material, in excess of estimated 
available production and reserve stocks (exclusive of the Government stockpile).” 

Add this statement to the more comprehensive outline and information given 
in the Army and Navy Munitions Board report of January 2, 1945, and it is found 
that the Munitions Board minimum stockpile objective, now estimated to cost 
$3,773,000,000, was established on the following basic assumptions or com- 
putations: 

First. Stockpiled materials will be needed during an assumed 5-year period 
of war only. 

Second. Estimates of United States consumption during a third world war 
were based on the rates of consumption during the period of the peak year of 
World War II to January 1945. 

Third. Estimates of available domestic production during a third world war 
were based on the production rates during World War II modified by foreseeable 
increases or decreases in the near future. 
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Fourth. It is assumed that a continuing flow of large quantities of materials 
will be available and obtained from overseas sources during a third world war. 

lifth. The minimum stockpile objective for each nonperishable material was 
determined as the difference between the total estimated requirements for the 
5-year war period less the supplies estimated to be available from both domestic 
and foreign sources during the war period. 


STOCKPILE ACQUISITIONS FAR BEHIND ORIGINAL SCHEDULE 


What progress has been made toward the acquisition of the Munitions Board 
minimum and grossly inadequate stockpile requirements? When the Stock 
Piling Act was passed on July 23, 1946, the Munitions Board expected to acquire 
the full amount over a 5-year period. However, the Munitions Board report of 
January 23, 1950, reveals that on January 1, 1950, 344 years after the current 
stockpiling program commenced, only 30 percent of the minimum stockpile objec- 
tive had been accumulated; one-half of this accumulation was obtained from 
surplus Government stocks of World War II, ECA purchases, and the stockpile 
commenced in 1939 under Public Law 117. Of great significance is the fact that 
only 16 percent of the minimum stockpile requirements has been obtained with 
appropriations authorized by the Stock Piling Act of July 23, 1946. At the rate 
of acenmulations of stockpile materials programed for delivery in the fiscal year 
of 1950 it is obvious that an additional 6 years or more will be required to fill 
the minimum stockpile—a stockpile which, when accumulated, will be of great 
aid, but will fall far short of providing the measure of security that is due the 
people of the United States and that is wholly within the power of the Congress 
to provide. 


COMPARISON OF MAXIMUM AND MINIMUM STOCKPILE REQUIREMENTS INCLUDING 
THEIR COSTS AND SECURITY AFFORDED 


The question arises as to the means by which the people of the United States 
may be assured sufficient strategic and critical raw materials during a future 
war emergency. First, it should be pointed out that the Stock Piling Act of 
1946 authorizes and directs the Secretary of War, the Secretary of the Navy, 
and the Secretary of the Interior, acting jointly through the agency of the Army 
and Navy Munitions Board, to determine which materials are strategic and criti- 
cal under the provisions of this act and to determine the quality and quantities 
of such materials which shall be stockpiled under the provisions of the act. In 
accordance with this provision of the Stock Piling Act, the Secretaries of War, 
Navy, and Interior, through their representatives and acting through the Muni- 
tions Board, have established both minimum and maximum stockpile objectives. 

There is a great difference between the minimum and maximum stockpile 
objectives, both as to the amount of security provided the people of the United 
States and the cost. The basic differences between the two objectives are given, 
after a fashion, in the Army and Navy Munitions Board report to the Congress 
of Jannary 2, 1945. However, they are more lucidly indicated in a document 
submitted to the Committee on Public Lands by the Department of the Interior. 
The assumptions on which the minimum stockpile objectives were based have 
been stated. The assumptions on which the maximum stockpile objective or 
requirements were based are as follows, quoting the Department of the Interior: 

“Maximum stockpile objectives were computed for the same period of emer- 
gency Aas was used in determining minimum objectives. The same method of 
calculation also was used. However, a substantially larger factor of safety was 
obtained by the following changes in the assumptions as to total requirements 
and the availability of supplies from foreign and domestic sources during the 
emergency. 

“1. Total requirements for maximum stockpile objectives were determined on 
the basis of maintaining the civilian economy at a higher level of efficiency than 
that prevailing during the recent war by minimizing the drastic dislocations 
caused by critical shortages in civilian goods. Provision also was made for larger 
future civilian needs resulting from an expanding population. 

“2. The strategic assumptions regarding the accessibility of foreign sources 
during the emergency were further discounted to reflect political and economic 
factors, in addition to military contingencies, that might prevent access to 
foreign supplies. 
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“3. Estimates of domestic production in a future emergency were determined 
on the assumption that the extreme measures adopted during the last war to 
increase output would be avoided by the provision of larger stockpiles.” 

We find that both mini:num and maximum stockpile objectives are based on 
estimates as to the requirements of the United States during an assumed 5-year 
period of war. These stockpile objectives make no provision whatsoever for the 
distinct possibility of a future war lasting 6 to 8 years or longer, nor do they 
include any requirements for the several critical years following a period of war 
when world shortages of minerals and metals retard recovery, inevitably lead 
to inflation, and endanger the economy of the United States. 

As to the requirements of a future world-war emergency, experience has 
proven that they cannot be determined in advance. A number of studies on the 
subject of stockpiling and war requirements were made over a period of 22 
years prior to Pearl Harbor, and yet our military planners failed completely to 
anticipate the vast amount of materialy actually required in World War II. 
Nevertheless the maximum stockpile objective, if fully attained, would minimize 
the drastic dislocations caused by critical shortages in civilian goods and provide 
for increased civilian needs resulting from a larger population than existed prior 
to 1945. Conversely, the minimum stockpile requirements, if fully attained, are 
not calculated or intended to be sufficient to prevent or avoid drastic and costly 
dislocations to the civilian economy during a future war emergency. Remember 
that the Munitions Board itself has stated that the minimum stockpile objectives 
if fully attained would do no more than ease the desperately critical shortages 
that might otherwise block our war production completely. 

It is highly doubtful that even this would be accomplished ; for the minimum 
stockpile requirements, which represent the present Munitions Board objective, 
obviously were based on the remote possibility that the United States would con- 
tinue to obtain enormous quantities of strategic and critical minerals and metals 
from overseas sources of supply throughout a future war period, including South 
America, Africa, and possibly India, the East Indies, and Australia. 

As to the difference in costs of the minimum and maximum stockpile require- 
ments, the Munitions Board minimum stockpile requirements are estimated to 
cost a little in excess of $3,500,000,000 whereas the maximum stockpile require- 
ments for a 5-year war period were estimated a year ago to cost approximately 
$15 billion or 4 times as much. 

Serious consideration should be given to the fact that the Secretary of the 
Interior, to whom the Congress gave joint responsibility, together with the Secre- 
taries of War and Navy, to determine stockpile requirements, last year stated 
before the Committee on Public Lands that the maximum and not the minimum 
stockpile requirements are the ones that should be established as the true stock- 
pile objective for the proper security of the United States. Although an adequate 
stockpile, or its equivalent in actively producing domestic mines, is equally essen- 
tial to meet industrial and civilian requirements and to protect the economy of 
the United States, the military viewpoint and decisions with respect to stockpiling 
prevail. Unless the situation is corrected, the calamity of a third world war can 
be expected to prove that the $3,773,000,000 Munitions Board stockpile, even if 
fully attained, amounts to nothing more than a stockpile for the use of the mili- 
tary exclusively. Do not expect that the materials in the minimum stockpile 
will be available or permitted for use to save the national economy from disaster. 
In time of war military requirements are paramount and must be served regard- 
less of the havoe wrought within a nation by the lack of raw materials essential 
to its economy. 


A REALISTIC INDICATION OF EMERGENCY REQUIREMENTS 


One failing to realize the enormous quantities of raw materials required by 
the United States in war and peace may well be given to believe that $344 billion 
represents a large and safe stockpile of materials for a future war emergency. 
To the uninformed the maximum stockpile requirements for 71 materials, esti- 
mated to cost in the vicinity of $15 billion, might appear to be excessive. 

Three billion seven hundred and seventy-three million dollars for a stockpile 
of 71 items may be viewed more realistically when one considers the probable 
total requirement for one item alone over a 5-year war period. During the 5- 
year period of 1941 through 1945 the apparent domestic consumption of new and 
old copper was approximately 12,369,000 tons. Assuming an average price of 
191%4 cents a pound, which is the current price for new copper, this amount of 
copper would cost a little less than $5 billion. During the three postwar recon- 
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version years of 1946 through 1948, the apparent consumption of copper was 
5,305,000 tons which, at the same price, would cost slightly in excess of $2 billion. 
By the same method of calculation, an 8-year period of war and a 3-year period 
of reconversion and rehabilitation would require in excess of 25 billion tons 
of copper costing approximately $10 billion or more. Alongside such possible 
total requirements and costs for one item alone a stockpile costing $34 billion 
or more for 71 iteris pales to insignificance. Consider also that on the first of this 


year, after 3% years of activity, the stockpile contained materials valued at 
only $1,149,000,000. 


UNITED STATES LACKS TIME IN WHICH TO ACQUIRE ADEQUATE STOCKPILE 


Whereas another 6 years or more will be required to accumulate the minimum 
stockpile requirements, an additional 25 to 30 years or more apparently would 
be required to obtain the maximum objectives at the rate of stockpile accumu- 
lations anticipated for the fiscal year 1950. 

Judging from the continuing deterioration of world affairs, there appears to be 
a possibility that the United States may be drawn into a third world war in the 
near future. Can we afford to wait even 6 years to complete the accumulation 
of the wholly inadequate, minimum stockpile? 


LARGE ENEMY SUBMARINE FLEET AND OTHER FACTORS WOULD PROHIBIT SUBSTANTIAL 
ACQUISITIONS OF MATERIALS FROM OVERSEAS 


Lacking an adequate stockpile of strategic and critical minerals and metals 
at the outbreak of a war, the United States must rely on large and continuing 
supplies of materials from Africa, India, the East Indies, South America and 
other overseas sources of supply or obtain such materials from domestic deposits. 

It was our great fortune that Germany probably had no more than 75 subma- 
rines of a type now obsolete when the United States entered World War II. 
Although there were many costly sinkings early in the war, we were able, at con- 
siderable cost, to obtain large quantities of manganese, chromite, tungsten, mer- 
cury, mica, copper, lead, zinc, and many other materials from Russia, China, 
Africa, India, South America, and other distant sources. 

Reports indicate that if the world should become engaged in a war within 
the next few years, use of the sea lanes by the United States would be chal- 
lenged by 250 to 1,000 or more superior-type enemy submarines. In view 
of the great fleet of submarines that may be used against us and the greater 
probability that enemy seizures, sabotage, and political factors would prevent 
access to foreign sources of supply, it appears highly improbable that the United 
States would be able to obtain more than a small fraction of our mineral and 
metal requirements from overseas sources of supply. 

The Munitions Board states in its report of January 23, 1950, that— 

“Changing world conditions resulting in new strategic concepts point to a sub- 
stantial increase in the ultimate objectives of some materials.” 

Considerable concern regarding the vulnerability of South American copper 
production is found in an intradepartmental memorandum of November 12, 1942, 
in which the Chief of Production of the War Production Board Copper Branch 
warned that— 

“The shelling or bombing of powerplants on the Pacific coast of Chile, or the 
bombing of mine plants near the coast, could cut off 550,000 tons of copper per 
year.” 

It was also pointed out that— 

“Water-borne imports totaling 569,800 tons per year are constantly exposed to 
the danger of sinking.” 


ADEQUATE STOCKPILE UNATTAINABLE ; IMMEDIATE PROGRAM FOR EXTENSIVE DEVELOP- 
MENT AND UTILIZATION OF DOMESTIC MINERAL DEPOSITS ONLY POSSIBLE SOLUTION 


We are faced with the fact that an adequate stockpile of minerals and metals 
is not contemplated by the Munitions Board and is impossible of attainment 
before another 25 or 30 years have passed. We are also confronted with the 
fact that the possibility of acquiring substantial quantities of minerals and 
metals from overseas sources of supply during a future war emergency is ex- 
tremely remote. Obviously, the only possible solution is an immediate program 
calling for the extensive exploration, development, and mining of thousands of 
undeveloped domestic mineral deposits and the maximum expansion of existing 
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mining operations in the United States, Canada, and Mexico. A grave error is 
committed if we delude ourselves into believing that such a program can be 
accomplished if deferred until immediately preceding or following the outbreak 
of war. The experience record of our abortive efforts in World War II stands as 
irrefutable evidence that little or nothing can be done to effectively utilize the 
undeveloped mineral resources of the United States and expand the production 
of going mining operations—coal, and possibly iron ore mining excepted— 
if such efforts are deferred until after or shortly before the outbreak of war. 


EXTREME MEASURES ADOPTED IN LAST WAR TO INCREASE DOMESTIC PRODUCTION OF 
MINERALS AND METALS A MISERABLE FAILURE 


‘’he Army and Navy Munitions Board report of January 2, 1945, refers to the 
extraordinary measures adopted during World War II in order to increase the 
production of copper and zinc. The report also cautions that— 

“Considerable time is required to develop new sources of supply and to increase 
the production of existing mines and smelters.” 

\ communication from the United States Bureau of Mines refers to the ex- 
treme measures adopted during the last war to increase domestic production of 
minerals and metals. For unexplained reasons, the Munitions Board and the 
Department of the Interior, as well as other agencies of the Government, choose 
to ignore the experience record of World War II and the fact that, with few 
exceptions—notably bauxite and aluminum production—the so-called extraor- 
dinary and extreme measures adopted to increase the domestic production of 

inerals and metals failed miserably of their purpose. Not only did such meas 
ures fail to increase production as anticipated but they failed to so much as 
maintain the production of a number of vital commodities, including copper, 
lead, and zine. The few exceptions such as bauxite and aluminum are accounted 
for by the fact that the bauxite mines and aluminum plants were located in areas 
with a relatively dense population. Also, the bauxite deposits were susceptible 
to fairly rapid development and ore extraction by open-pit mining and shallow 
underground workings. 


PRIVATE ENTERPRISE RESPONSE TO DEMANDS OF WORLD ARMAMENT ACTIVITIES, NOT 
UNliaws, STATES GOVERNMENT, EXPANDED DOMESTIC MINERAL AND METAL PRODUC 
rION PRIOR TO PEARL HARBOR 


The domestic production of a number of minerals and metals increased con- 
siderably during the several years preceding Pearl Harbor, reached its peak in 
1942, and declined rapidly thereafter. However, the so-called extreme and 
extraordinary measures taken by the Government of the United States a little 
previous to and following Pearl Harbor had little or nothing to do with this 
increase in-production 

The considerable expansion of the domestic mining industry and the great 
increase in production of essential minerals and metals during the several years 
preceding Pearl Harbor resulted almost entirely from the individual initiative 
and efforts by private enterprise in response to the large and steadily increasing 
world demands for minerals and metals caused by universal armament activities, 
including those of Germany, Russia, and Japan. Apparently, sheer coincidence 
also played a part, as with the great Morenci open-pit copper mine, concentrator, 
and smelter in Arizona. The Morenci, the second largest copper mine in the 
United States, required 5 years and $45 million to develop and place in operation. 
Fortunately, production commenced at the Morenci operations as the United 
States entered World War II. As another example, tungsten was accidentally 
discovered in a substantial gold and antimony deposit being opened in Idaho 
in the spring of 1941. Fortunately, this deposit was close to the surface, which 
permitted rapid development and extraction of ore by open-pit operations. This 
1 deposit alone supplied approximately 25 to 30 percent of the domestic produc- 
tion of tungsten during World War II. 

The effective expansion of going mining operations and opening of certain 
new deposits to meet the mounting demands for essential minerals and metals 
was readily accomplished in the years preceding Pearl Harbor due to the avail- 
ability of a large and excess supply of experienced mine labor, mine operators 
and technical personnel, materials, and equipment resulting from the depression 
and the high prosperity of the gold-mining industry, employing some 25,000 pro- 
duction workers. Indirectly the gold-mining industry was undoubtedly a great 
contributing factor in the Western States during this period, serving as an 
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attractive training ground through the years and as a reservoir of experienced 
mine labor and personnel required for new or expanding operations preparing to 
produce strategic and critical minerals and metals. 


FACTORS WHICH PROHIBIT UTILIZATION OF UNDEVELOPED MINERAL RESOURCES AND 
EFFECTIVE EXPANSION OF EXISTING OPERATIONS IN TIME OF WAR 


Critical shortages of mine labor, equipment, and supplies, as experienceu 
during and following a period of war; numerous physical limitations; the length 
of time required to bring many deposits and abandoned mines into full produc- 
tion; and in some instances the lack of processing technology and know-how 
peyond the laboratory stage—either collectively or singly—will prevent any 
material expansion of the domestic production of most minerals and metals if a 
program for the intensive exploration, development, and mining of undeveloped 
mineral deposits, and the expansion of existing operations is deferred until imme- 
diately preceding or following the outbreak of a war. Such was the unfortunate 
experience of the United States in World War II. 


rHE EXTRAORDINARY AND EXTREME MEASURES ADOPTED TO INCREASE DOMESTIK 
PRODUCTION IN WORLD WAR II 


What were the so-called extraordinary and extreme measures adopted by 
the United States Government in World War II in order to increase the domestic 
production of strategic and critical minerals and metals—measures that com 
pletely failed in most instances to produce the expected results? Such measures 
included : 

Kirst. War Production Board Limitation Order L—208 was issued to close the 
gold mines remaining in operation in order to release and divert their residual 
labor to copper, zinc, and other nonferrous metal mines. WPB officials esti 
mated that a year after the order was issued not over 100 workers from the closed 
gold mines were working in the copper and other essential nonferrous metal 
mines, 

Second. In 1942 and 1943 the Army released 8,700 soldiers to work in the copper 
and zine mines. Only a small number are believed to have remained at the 
mines for any length of time. It is known that approximately 40 percent of the 
4,200 soldiers released for the purpose in October 1942 had left the mines within 
6 months. 

Third. In 1942 the Government issued orders freezing nonferrous metal mine 
workers in their jobs in 12 Western States. Only by obtaining a certificate of 
separation was a miner supposed to be free to obtain employment elsewhere. 
Recruiting campaigns also were conducted to obtain labor for the essential metal 
mines. The miners in general resented the freeze order and large numbers left 
the mines without bothering to obtain the required certificate of separation 

Fourth. Defense plant mining projects were attempted by the Government. 
Some were successful, while many either failed of their purpose or were not 
completed when the war ended. 

Fifth. Incentive payments for some metals, Government purchase programs, 
access-road construction by Federal agencies, RFC mine loans, and RFC small-lot 
purchase depots were attempted during World War II. In most of these in- 
stances it was a matter of too little and too late. 


tHE WORLD WAR II RECORD OF THE DOMESTIC MINERALS PROGRAM 


The extreme and extraordinary measures taken by the Government of the 
United States in World War II to increase the domestic production of certain 
strategic and critical minerals and metals is in sharp contrast to the results 
obtained and rapid deterioration of the domestic mining industry. 

The sobering fact is that over a 4-year period, commencing only 2 months after 
Pearl Harbor, the domestic metal-mining industry, excluding smelting and refin- 
ing, lost over 50 percent of its production workers. The estimated number of 
production workers in the metal-mining industry dropped, month by month, from 
a high of 111,600 in March 1942 down to a low of 55,500 in April 1946, a loss 
of 56,100 production workers. Nearly half of this manpower loss was suffered 
by the copper, lead, and zinc mining industries alone. 

During the same period the loss of mine labor resulted in a 44-percent drop 
in the domestic production of copper, a 32-percent drop in lead production, and 
a 25-percent drop in the production of zine. The production loss over this 4-year 
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period would have been much greater but for the fact that the normal exploration 
+1id development work carried on in order to find and block out ore and prepare 
working places well ahead of ore extraction was stopped or limited in order to 
use all available manpower for immediate production. 

Our Government attempted to develop and obtain substantial quantities of 
chromite from the large Stillwater deposits in Montana and failed for the lack 
of labor alone. Intensive exploratory work was conducted on the Montana 
Stillwater deposits by the United States Bureau of Mines and the Geological 
Survey for a period of 2 years prior to Pearl Harbor. An additional 2 years 
were spent in developing 3 mines on the deposits, constructing concentrating 
plants, and modern housing facilities. Some $12 million were spent on the 
defense-plant portion of the 2 larger projects alone, exclusive of operating and 
maintenance costs. Money was no object; time and a half and double time was 
paid for Saturday and Sunday work. Failure to obtain sufficient labor caused 
the RFC to close the 2 smaller projects in order to transfer the labor to the 
larger and more eflicient project. Even so, the continued shortage of labor 
permitted the concentrating mill at the Mouat chromite operation to be operated 
at only 25 percent of its capacity. 

In 1941 the Government considered and authorized the construction of a 
manganese beneficiation plant at Henderson, Nev., which was in operation for 
14 months. The defense plant portion of the cost amounted to $7,662,000, exclu 
sive of the operating and maintenance costs of mine and plant. The RFC has 
stated : 

“This project was highly experimental, using a new process, and never passed 
from the experimental stage. The process was unsatisfactory throughout the 
contract and the project was discontinued for that reason.” 

This is a typical example of failures due to the lack of technology and know 
how beyond the laboratory stage. 

In the fall of 1942 and early 19438, the copper division of the War Production 
Board recommended that clearance be given to a select list of 836 domestic cop- 
per projects. It was believed that additional production could be obtained from 
these copper properties more quickly than others. Fourteen of the projects 
represented expansions to existing operations. Over $53 million of capital, 
critical materials costing $19,500,000, and an additional 5,872 workers were esti 
mated to be required for the 36 projects which, when completed and in full pro- 
duction, were calculated to yield 148,000 tons of copper per year. These 36 proj- 
ects were turned down by the War Production Board Facility Review Committee 
or Facility Clearance Board because of the critical shortages of manpower and 
equipment. 

After the United States entered World War II, the opening of many deposits, 
abandoned mines, and districts was realized to be impossible of attainment. 
One example is the Conglomerate mine of the Calumet & Hecla Copper Co., 
located in the Upper Peninsula of Michigan. The Conglomerate mine is over a 
mile deep and is known to contain at least 250,000 tons of copper. The eco- 
nomie conditions of the depression years forced this mine to be abandoned; the 
workings have caved in and are filled with water. The company estimates that 
under today’s conditions 5 years and $20 million would be required to open 
the Conglomerate mine and get it into production—a financial risk which 
private enterprise cannot afford to undertake. 

In view of the facts, it becomes obvious that the countless inactive mineral 
deposits in the United States cannot possibly be utilized to any advantage during 
a future war emergency unless the Government of the United States finances 
an all-out and intelligent program to induce private enterprise to undertake the 
opening and mining of such mineral deposits well in advance of the outbreak 
of war. 


APPARENT REASONS FOR INDIFFERENCE OF THE FEDERAL GOVERN MENT TOWARD CONDITION 
OF MINING INDUSTRY AND NEED OF ALL-OUT DOMESTIC MINERALS PROGRAM 


Why have we failed to take appropriate action to assure the maximum 
utilization of the mineral resources of the United States during a war emergency 
that may be upon us in the near future? 

In the first place, apparently we have failed to heed the warning of the Army 
and Navy Munitions Board which stated in its report of January 2, 1945, that, 
“We must not delude ourselves by adopting a Maginot line psychology by relying 
solely or too heavily on stockpiling as a measure of national defense.” 
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Secondly, the executive departments apparently believe that such action would 
interfere with our current foreign policy of furthering the interests of foreign 
nations by developing their mineral deposits, expanding their operating mines, 
and importing as much foreign mineral and metal production as possible as a 
means of providing dollar exchange, regardless of the great damage done to the 
mining industry of the United States. In addition, the executive departments 
either are utterly indifferent to the problem or have been so occupied with other 
matters that they have failed to make a realistic analysis of the minerals security 
of the United States. This may explain the indifference displayed in a statement 
appearing in the Munitions Board report of January 23, 1950, as follows: 

“The Munitions Board has not taken a position as to the expediency of any 
action to keep domestic mines in operation. Nevertheless, the Board does recog- 
nize the impact both on military strength and on stockpiling, of any decline in 
domestic minerals production. A strong, prosperous, and efficient domestic 
mining industry is basic to the national security.” 

What other explanation may there be for the fact that the Department of the 
Interior on the one hand contends that the attainment of the maximum stockpile 
objective is necessary for the minerals security of the United States and on 
the other hand, while knowing that a $15 billion steckpile not only is not con- 
templated, but is incapable of realization for many years to come, and realizing 
that a war emergency may be upon us within the next few years, makes no 
effort whatsoever to arouse the people of the United States and the Congress to 
the alternate necessity of an all-out Government-financed program to put thou- 
sands of idle domestic mineral deposits into production before it is too late. 


MUNITIONS BOARD WARNS MINIMUM STOCKPILE OBJECTIVES IF ATTAINED INFER NO 
GUARANTY OF SUFFICIENCY IN A FUTURE WAR; CONGRESS NOW RESPONSIBLE FOR 
SUCH GUARANTY 


In its last stockpiling report to the Congress, dated January 23, 1950, the 
Munitions Board once again sounded this ominous warning: 

“At the time these stockpile objectives were established it was made clear that 
they were minimum objectives. They inferred no guaranty of sufficiency in a 
future war, being intended merely as a guide in the maintenance of a balanced 
procurement program.” 

If the Munitions Board, the Department of the Interior, or the National Secu- 
rity Resources Board will not take appropriate action to recommend and initiate 
a domestic minerals program which will guarantee a sufficiency of minerals 
and metals throughout any future war emergency, it becomes the obvious duty 
and responsibility of the Congress itself to take the action necessary to provide 
such a guaranty to the people of the United States. 


PROGRAMS REQUIRED TO GUARANTEE A SUFFICIENCY OF MINERALS AND METALS IN 
A FUTURE WAR EMERGENCY 


In order to guarantee that the United States will have an adequate supply of 
strategic and critical minerals and metals, or a supply as nearly adequate as 
can possibly be obtained at this late date, to meet all military and essential 
civilian requirements throughout a 5- to 8-year period of war and during a 3-year 
postwar reconversion and rehabilitation period, the Congress must face the 
problem squarely and realistically, regardless of outside influences and the 
apathy of the executive agencies. The Congress must enact enabling legislation, 
appropriate the funds required, and direct that the following policies and pro- 
grams be carried out immediately : 

First. The Munitions Board and the General Services Administration must 
abandon the policy and practice of off-again, on-again purchases in order to 
keep the quantity of each stockpile material in theoretical balance and of never 
paying above market prices for strategic and critical materials. 

With a few possible exceptions, all available world surpluses of strategic and 
critical materials must be purchased for the stockpile. 

Purchasing missions, including staffs of technical personnel, supplied with 
contractual authority, small tools and equipment, must be sent to foreign sources 
of supply to increase production and obtain the maximum quantities of materials 
to the extent not obtainable from the undeveloped mineral deposits in the United 
States. This method was used by the Board of Economic Warfare to obtain 
greater quantities of mica, beryl, tantalite, and other materials during World 
War II and should be adopted at this time. 
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Second. An independent agency must be established to commence immediately 
and carry out an intensive, all-out, 10- to 12-year Government-financed program 
designed and geared to have private enterprise explore, develop, and mine the 
Nation’s undeveloped mineral deposits and expand existing operations in order 
to obtain maximum domestic production of strategic and critical minerals and 
metals in the shortest possible time. 

All production derived from such efforts must be delivered to the stockpile 
until the outbreak of a war, at which time the flow shall be diverted to meet 
consumer requirements as directed by the Federal Government. 


COST OF THE REQUIRED DOMESTIC MINERALS PRODUCTION PROGRAM 


The Munitions Board has pointed out that the daily cost to the United States 
of World War II reached about $500 million, and that, measured in these terms, 
the cost of the entire stockpile when completed would be equivalent to the cost 
of only a few days of war. The expenditure required to carry out the domesti 
minerals production program required to guarantee that the United States will 
have the minerals and metals needed in a future war emergency probably would 
be equivalent to the cost to the United States of 10 to 14 days of the last war 

It is highly important to remember that unlike planes, guns, tanks, and ships 
that have no commercial value and sooner or later are expended or become 
obsolete and are discarded, mineral and metal acquisitions represent an exchange 
of dollars for indestructible materials that, in general, have an increasingly 
vreater monetary value with the passage of time. In the words of the Munitions 
Board, “The stockpile is an inventory of raw materials with a cash value; it is 
a recoverable asset owned by the people of the United States. In this sense 
it is an insurance policy, the outlay for which would be returned manyfold should 
the stockpile be used, and yet until it is used it retains value indefinitely. 


CONCLUSION 


In conclusion, it would be well to ponder the statement of Commodore Lewis L. 
Strauss, special assistant to the Secretary of the Navy, which he made 4% 
years ago, in October 1945, before a subcommittee of the Senate Committee on 
Military Affairs. Commodore Strauss, representing the Secretary of the Navy, 


stated, in part: 

“After a war has begun—and it is now conceded that the next war, if we have 
one, is likely to come suddenly with no advance warning—it may be too late 
to acquire these materials from other countries. We may be denied access to 
the principal world sources of many strategic materials, and we can well remem 
ber how, in early 1942, when the Japanese had cut our sea communications to the 
Far East,-we were denied access to our principal sources of supply for tin, rub 
ber, manila fiber, quinine, and other necessary commodities. 

“While the Far East was completely shut off, other areas became inaccessible 
to varying degrees as the result of enemy action. 

“Shipping routed to India, the east and west coasts of Africa, and South 
America suffered costly losses, and the Mediterranean was practically closed to 
tratiic. 

“In the winter of 1942-48, for example, substantial tonnages of bauxite from 
the Guineas, then critical in our airplane program, were lost due to enemy sub 
marine action. Such quantities of strategic materials as we did successfully 
import from those areas which were not completely cut off were imported at 
considerable cost to the war effort. Combat vessels needed elsewhere had to be 
assigned to protect this shipping. Ships which were needed for the transport 
of personnel and supplies required by the Armed Forces had to be diverted from 
that use and their destruction risked. 

“Furthermore, a substantial tonnage of heavy materials had to be flown from 
China, Africa, India, and South America at great cost and uneconomic use of 
fuel, trained personnel, and airplanes. 

“These desperate efforts did not save us from many delays and setbacks in 
our production program caused by the shortages of needed strategic materials 

“The lesson to be learned is, obviously, that we cannot afford to gamble with 
our security on the chance that in another national emergency we could again be 
so fortunate.” 

Shall we heed such warnings and take required action or shall we gamble the 
future of the United States against the remote chance that United States mer- 
chant ships may be successful in running the gantlet of 250 to 1,000 or more 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 195 


enemy submarines and return with large quantities of strategic materials, and 
the equally remote chance that enemy action, by one means or another, may not 
succeed in shutting off overseas sources of supplies? 

The cold facts reveal that after a major war has started it is, with few excep- 
tions, impossible not only to utilize the Nation’s undeveloped mineral deposits 
effectively but it is impossible to maintain the production of operating mines. 
It is a fact that once war has started the undeveloped mineral deposits and idle 
mines of the United States may just as well be in the hands of the enemy for 
the little good they could contribute to the winning of the war and the economy 
of our Nation. 

In the light of present world conditions and the evidence before us, it becomes 
imperative that the Congress immediately initiate an all-out program that will 
provide the people of the United States with the strategic and critical raw mate- 
rials from or with which all military, industrial, and essential civilian supplies, 
materials, and equipment required to win a future war and maintain our basic 
economy must be made. 

A partial or halfhearted effort will not save our Nation. 


rARIFF REQUIRED TO CONTINUE THE MINING OPERATION OF TUNGSTEN 
INDUSTRY 


Mr. Lone. I think whoever made this disturbing and nonfactual 
statement for ODM with respect to tungsten should be examined by 
this committee and that a statement should be made that the stock- 
pile does not wish to get rid of some of its tungsten. It is incon- 
ceivable to me that in this troubled era anyone could think that the 
Nation could safely dispose of any of this in comparable strategic 
material. 

Nothing could better illustrate the need for some continuity of 
Government policy than for DPA to publish in September 1952 
that the desired production goal is 40 million pounds of tungsten 
metal a year; and then for ODM in September 1953, when our pro- 
duction rate is less than one-fifth of this, to say that the Government 
has all the tungsten it needs and would like to get rid of some. 

In 1949 we were the only tungsten mine in the United States which 
was operating. The rest had closed down or were confining them- 
selves to maintenance and development. Today, under world price 
conditions, some of the domestic tungsten mine operations would have 
to close tomorrow if the Government domestic buying program were 
not in existence. If, as we all pray it will, peace in the world endures 
for another 5 years, if promised deliveries are made to the stockpile 
under its long-term foreign tungsten contracts, and the strategic stock- 
pile goal is attained, and if the domestic tungsten-buying program 
has expired, then in the absence of a protective tariff in an adequate 
amount, the tungsten mining industry in the United States will close 
down. Within this 5-year period some Government policy must be 
evolved that will prevent this. I advocate an adequate protective 
tariff, and am of the opinion that a tariff of $1.50 per pound of 
contained tungsten, under today’s labor and material costs, is neces- 
sary to accomplish this. 

It may be that the Congress will think a flexible or sliding scale 
tariff is better designed to meet today’s changing conditions, and, if 
that is the case, the tungsten mining industry can and will sit down 
with the proper committees and work out such a program as will be 
effective. 

Senator Martone. I might interrupt to say at this point that the 
tungsten ore and concentrates rate of 50 cents a pound was in pur- 
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suance to a general agreement at Geneva, the rate effective May 22, 
1948, and that a second agreement bringing it down to 38 cents a 
pound was effective December 11, 1950, and the agreements were made 
by the State Department under the 1934 Trade Agreements Act. 

Mr. Lona. Cutting the original tariff of 1930. 

Senator Matone. Yes, that is correct. There were two cuts. 

Mr. Lona. It may be that the Congress will prefer to take care of the 
tungsten situation by import quotas and the application of the parity 

rinciple as it does in certain farm products, such as wheat and cotton 
for instance. It may be that Congress will find the solution through 
enlarged stockpile goals and a continuing program of Government 
buying at lifesaving levels when world prices go below our costs. 

Tungsten is the hardest and most heat resistant of the metals—these 
unique characteristics mark it as forever indispensable—its place in 
the table of elements will never be taken by another, and in the days 
and years to come we cannot do without it if civilization is to endure. 
Weare but in the gray dawn of the day of high temperature engineer- 
ing and innumerable unknown roles are yet left to be played by this 
incomparable element. The dollars involved are relatively insignifi- 
cant in relation to our whole economy and we should, I believe, consider 
the domestic tungsten mining industry as a thing apart from all the 
rest ; and to see to it that in one way or another, whichever is the best, as 
a national policy for the safety of the Nation this industry shall always 
be kept alive and on the search for new mines until the goal or self- 
sufficiency is attained. For the record I would like to file with the 
committee a transcript from the record of an appearance I made 
before the Committee on Ways and Means of the House of Representa- 
tives on May 15, 1953, which deals with the matter under consideration 
here. 

OPPOSITION TO 1934 TRADE AGREEMENTS 


I appeared there, Mr. Chairman, in opposition to the extension of 
the Reciprocal Trade Treaty Act. 

Senator Matone. You refer to the 1934 Trade Agreements Act that 
has been named Reciprocal Trade. 

Mr. Lona. That is right. 

Senator Matonr. As extended by Congress. 

Mr. Lone. Yes. I appeared this year, May 15, 1953, in the House. 
Here isa transcript of my testimony there in that connection. 

Senator Matone. It will be accepted and filed with the committee 
records as exhibit No. 44 of Mr. Long’s testimony. 

(The document referred to was marked as “Exhibit No. 44,” and is 
as follows :) 

Exnuisit No. 44 


{Transcript from hearings before the House Committee on Ways and Means, May 15, 1953) 


STATEMENT oF W. LuNSFoRD LONG, VICE PRESIDENT AND GENERAL COUNSEL, HAIL! 
Mines, Inc., TUNGSTEN MINING CorRP., AND MANGANESE, INC., WARRENTON, 
N. C, 

I am W. Lundsford Long, of Warrenton, N. C. I am vice president and gen- 
eral counsel of Haile Mines, Inc., Tungsten Mining Corp., and Manganese, Inc 
From the titles of the companies with which I am connected, Mr. Chairman 
and gentlemen, you can observe that I am in the strategic-metals business. Our 
business is limited at present to the production of tungsten and manganese, and 
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as the representative of our companies and the industries producing tungsten and 
manganese in this country, I am appearing here to ask you to do what I have 
asked this committee to do several times in the past, and that is, in considering 
the extension of the Reciprocal Trade Treaty program, to put in any bill looking 
to that end that your committee may see fit to recommend for enactment, a 
provision excluding from its operation the strategic and critical metals necessary 
to the defense of this country as certified by the Munitions Board, or whatever 
agency of the Government is currently in charge of that certification. 

I do that for this reason: I am very certain that any cut in the strategic metals 
tariffs today would be disastrous. I do not think the Congress of the United 
States ought to delegate to any administrative body, for any reason, the right 
to bargain with respect to the national security which is involved in the produc- 
tion of these strategic metals. We have had a hazardous life, as this committee 
well knows, not only in manganese and in tungsten, but in chrome, in antimony, 
in vanadium, in all the strategic metals—prices ranging up and down; Govern- 
ment policies changing; industry opening and closing; tremendously high prices; 
and inconceivably low prices. There has been no stability of any policy with 
respect to the production of these metals, which are small in dollar volume but 
indispensable in the economic life of our country, whether we are at peace or at 
war. 

I plead for these strategic metals, Mr. Chairman, that you will consider them 
as a thing apart in your deliberations, and that you will not empower anyone 
to deal with a tariff reduction on them without your specific approval. The Con- 
gress of the United States should reserve to itself and keep in its hands that 
question. . 

In 1945, I recall that an amendment looking to this very end was offered in 
the Sentae Finance Committee by the late Senator Bailey of North Carolina, at 
my instance. That amendment came within one vote of adoption in the Senate 
Finance Committee at that time. It failed to be incorporated in the law. 

At the request of Mr. Will Clayton, then Under Secretary of State of the United 
States, who said, in response to the argument of Senator Bailey, that the State 
Department could be trusted not to barter away the national security, the Con- 
gress of the United States trusted them not to do that. And yet within 4 months 
after that date, we were put on notice in the tungsten industry that a tariff cut 
was under consideration. 

We came from Nevada, from California, from North Carolina, from Idaho, 
and appeared here before the Committee on Reciprocity Information, a panel 
to conduct an inquiry to advise whether a tariff cut should be considered in 
tungsten. We laid our case before this panel. It took all day. It was after 
6 o’clock in the afternoon when we finished. 

Appearing in favor of the reduction of the tariff was the American Iron and 
Steel Institute. Appearing against it was every producer of any size or conse- 
quence at all in the tungsten industry. 

When we finished the hearing that day, the chairman of that panel said: 
“Gentlemen, I would like you to wait a minute.” 

He conferred with his associates, consisting of six other men from various 
departments of the Government, and then said to us: “Gentlemen, I am doing an 
unusual thing. I want to say te you that this panel is unanimously in the 
opinion that the tariff on tungsten should not be cut, and I want you to go home 
and go to work, confident that you will be taken care of, and I want you to go 
ahead happily with the prosecution of your business of producing this strategic 
metal.” 

We went home, lulled into security by that honest statement. There wasn’t 
any duplicity on the part of those gentlemen. They meant every word they said, 
and their recommendation was to that effect. 

But notwithstanding that, the State Department cut the tungsten tariff. 

AS a consequence—I say “as a consequence”; certainly soon thereafter, every 
tungsten mine in the United States was closed except the one with which I am 
connected, and if we had not been diehard suckers, bullheaded and willing to 
borrow money and assume the risk, we, too, would have shut down, because we 
were losing money from our operations. But we stockpiled this strategic 
material. 

Our judgment was subsequently vindicated, but we do not wish to be put in 
that position again, gentlemen. 

In the name of national security, on behalf of the producers of the strategic 
metals in the United States, in dollar volume negligible but in their contribution 
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to our life and to our security indispensable, I ask you gentlemen to seriously 
consider once again the proposition of not delegating your authority to anybody 
to barter with respect to the tariff on these metals. 

I thank you very much indeed. 

The CHAIRMAN. Mr. Long, I wonder if I could have the privilege of shaking 
your hand before you take the plane. 

Mr. Lona. I would be most happy to be so honored, Mr. Chairman. 

The CHAIRMAN. Thank you, sir. So would I, if you would just come forward, 
because that is a remarkable statement, and to the point. I want to tell you, 
when I meet a good tariff man from your State, sir, I want to know him and know 
him well. [Laughter.] 


Mr. Lona. I will also tell you, sir, that there are a lot more at home who think 
like I do. 

The CHAIRMAN. Thank you. 

Are there any questions? 

Mr. Simpson. I have a couple, Mr. Chairman. 

Mr. Long, of course the agreements to which you have referred have been 
made, some of them, many years ago, others in recent years. They are in effect 
regardless of what this committee may do with respect to this particular bill. 
The agreement is made and is operating. The best you could hope for under the 
provisions of the bill now before the committee would be to make easier the 
possibility of getting relief under the escape clause or under the law as it is 
today. 

If you got favorable action thereunder, would the increased permissible rate 
under that clause give you the benefit which would permit your industry to con- 
tinue operating? 

Mr. Lone, I do not know how much increase that would be, Mr. Simpson. 

Mr. Stmpson. I do not know how much it has been cut, but it would permit 
the rate to go back to the rate from which the cut was made. 

Mr. Lone. In the particular instance of tungsten, that cut was automatically 
restored by the abrogation of the treaty with China when that country went com- 
munistic. So the 25-percent cut in respect of tungsten was automatically re- 
stored. Tungsten carries a tariff of approximately $8. It is $7.91-and-some- 
fraction cents, figured on the amount of contained tungsten in a unit. 

That tariff was enacted in 1930. That tariff, in the light of today’s costs and 
today’s differentials, would be totally inadequate to provide the protection that 
the tungsten industry, in my judgment, needs; but it would also be disastrous, 
indeed, if that were to be further reduced. 

Mr. Simpson. I understand. That is what I was afraid was the condition. 

Mr. Lone. In manganese, which comes nearer to your thing, it would be ex- 
tremely helpful. Manganese was cut not only once, but cut again. The tariff 
on manganese used to be 1 cent a pound on the contained metal, which was 
$22.40 on a ton of metal. It was cut half in two under one negotiation; then 
was again cut half in two. So what you have left is a negligible one-quarter of a 
cent a pound. 

Under the concept to which you refer, that, as I understand it, could be re- 
stored to the original, and that would be extremely helpful. 

Mr. Simpson. Under the law as it is today, plus the amendments as in this 
bill, it could be restored to the original rate. Of course, manganese is one of 
those minerals which we are endeavoring to increase in production here at home. 

Mr. Lona. That is true, sir. 

Mr. Stmpson. You must have lost a lot of confidence in these negotiators for 
the State Department, in the face of Mr. Clayton’s statement of assurances to 
the industry, and of the unanimous finding of the Committee on Reciprocity In- 
formation, and you must have been amazed to find that the negotiators who went 
overseas disregarded all that and sold your industry down the river. 

Mr. Lona. We are accustomed to the knockdowns of fate, but I will have to 
admit we were rather surprised at that action. It was unthinkable. 

Mr. Stmpson. You are warning the committee not to let that happen again? 

Mr. Lone. Yes, I am asking you not to give anybody the power to do that to us 
again. Exclude us from the operation of the act. 

The CHAIRMAN. Thank you very much. 

Mr. Lone. Thank you, sir. 


Mr. Lona. I advocated in that appearance either that the Federal 
Trade Agreements Act be allowed to expire, or if the Congress felt 
that they wished to extend the act, then to adopt an amendment and 
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exclude from the operation of the act the strategic metals, so that no 
person would be given the power to barter away the national security. 
~ Senator Maronr. You felt that it would be all right, perhaps, if 
the Congress decided to barter away part of the economic structure 
of the country in other industries, but to preserve the national 
security ¢ 

Mr. Lona. No, sir. I said I am opposed to the whole theory of the 
thing from its inception in respect to every aspect of its operation. I 
believe in the principle of the protective tariff, and always advocated 
it. 

Senator Martone. In other words, you believe that Congress should 
reassert or reassume its constitutional authority through its Tariff 
Commission to regulate the duties, imposts, excises as laid down by the 
Constitution ? 

Mr. Lone. I certainly do. I told the committee that from my own 
experience, which is related in that document I filed with you, that it 
was suicidal with respect to these strategic metals to entrust that 
barter power because it had been exercised and as a result of its exercise 
the industry for which I was speaking had to close down. 


ia 
IMPORTANCE OF MANGANESE TO UNITED STATES 


Now, Mr. Chairman, I would like to talk about manganese for a 
little while for that after all is along with the iron the basic strategic 
and critical material of them all. We still have the iron for at least 
some years to come, but 94 percent of the manganese we use is still im- 
ported. Unless about 13 or 14 pounds of manganese is added to a ton 


of iron to produce it, there would be no steel in the world. And with- 
out steel, we have no need for tungsten, chrome, nickel or any other 
strategic or critical material. Without steel we would be helpless 
before any enemy attack, and therefore, in discussing manganese we 
are dealing with the basic strategic material that undergirds our whole 
industrial and defense structure—and we should not be and need not 
be dependent on the long sea hauls for our very existence. Some 
2,250,000 tons of manganese ore were consumed in the United States 
last year and we did not product 6 percent of it at home—about 100 
million units and the entire domestic buying program for manganese 
high grade and low grade combined comprise the majestic total of 
only 37 million units, considering metallurgical losses in treatment for 
use not 4 months’ supply. 

This is open and known. The goal for the national strategic stock- 
pile is secret and the amount actually bought, delivered, and in stock- 
pile is also secret. But we heard in the halls of Congress, we see in 
the press, we hear on the streets that there is not on hand even 2 years’ 
supply and that the goal as now set is totally inadequate to sustain 
us in the event of war until we can bring into usable form our own 
known enormous reserves. 

I am interested in the Three Kids operation in Nevada where we 
have a 10-year contract covering a total of 37,500,000 units of manga- 
nese to be delivered between now and December 31, 1960. I am in- 
terested in operations in California, Arizona, New Mexico, and Vir- 
ginia, which either are delivering or preparing to deliver manganese 
under the domestic manganese purchase program. I, along with my 
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associate, Mr. H. S. West, am one of the lessees of the Artillery Peak 
manganese property in Arizona where is concentrated one of the larg- 
est low-grade manganese deposits of the country—some 10 million 
tons of 10 percent ore and some three or four hundred million tons of 
3 or 4 percent ore—in all some 10 million tons probably of recoverable 
manganese metal or enough to supply the whole Nation’s manganese 
needs for something like 10 or even 15 years. 

Senator Matoner. This is this one deposit ? 

Mr. Lona. Yes, sir. 

Senator Matong. Where do we collect all of the information over 
the years that there is no recoverable manganese in the United States? 
First the State Department said we had to get it from Russia. Now 
we have to get it from India. 


RECOMMENDATIONS 


Mr Lone. There isa great deal of misinformation collected through- 
out the years, Senator, and a great deal of improper publication of 
this misinformation, and a great deal of persistence of belief that we 
are short of things of which we are not short. When I walked into 
the United States Geological Survey with a sample of the ore from 
the tungsten mine in North Carolina in 1942, which was unheard of, 
and which today is recognized as the biggest known deposit on this 
continent, the chief metallurgist of the United States Geological Sur- 
vey said, “Where did you get thissample?” I said in North Carolina. 
He said, “Is there any size to it?” I said “Enormous, massive out- 
ore He said, “It is ee When can we look at it?” I 
said, “As soon as you want to.” He said, “How far is that,” putting 
his finger on the map, “from Jamestown?” I said, “It is not over 125 
miles airline.” He said, “Then this country has known this soon after 
it was settled by the English.” I said, “That is right. As soon as 
the people settled there they could see this ore.” 

Senator Matone. I take it from your testimony that you do not con- 
cur in the conclusions that have been widely circulated during the last 
20 years that all of the known materials are discovered in the United 
States, and that we must depend on foreign shores for our metal and 
save what we now have in the United States? 

Mr. Lona. There is no doubt in my mind from my experience in the 
last 17 years, since I have devoted myself entirely to mining, it having 
consisted of finding new deposits and bringing them into production, 
that there is no limit that can be set to the possibilities of expansion of 
the metals industry in this country, given an incentive to look for it. 

Senator Martone. That incentive would have to be some long-range 
principle laid down by Congress. 

Mr. Lona. Yes, sir. That is what I deal with subsequently in this 
statement here. 

We and the United States Bureau of Mines have been working for 
several years now on the metallurgy of this big source and believe we 
have about worked out the way to treat this ore and bring it up to 
usable grade, but it will take at least 3 years to build a mill (once you 
have started)—and then 15 to 20 years to work out the deposits, and 
many millions of dollars will be required. National security requires, 
Mr. Chairman, that projects such as this be brought into production 
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at the earliest possible moment by long-term contracts and Govern- 
ment financial aid. It also requires that our domestic buying pro- 
gram for manganese be enlarged and extended to stimulate continued 
search for ore bodies and to bring into production every one that is 
found, meantime continuing to buy for prompt and present delivery 
every ton you can get from abroad. And yet, Mr. Chairman, on Sep- 
tember 14 ODM was reported in the press as having said, and I quote: 


Manganese, an item for which the target date is 1958, will not be bought 
at all. 


This, sir, is the most astounding statement of them all. I think 
shocking is a better word than astounding. The Congress has de- 
clared that the policy of this Nation is to become independent of the 
need for foreign sources of supply as soon as possible, has appropriated 
the money and yet some one (I ask you to find out who) has moved 
the target date to 1958 and will not now buy at all. Unless the Con- 
gress had acted in passing H. R. 2824 at this session, in which, Mr. 
Chairman, you had such an important part, I am sure the pitifully 
inadequate domestic buying program would have been tcnealind also 
by the issuer of this indefensible directive to buy no manganese at all 
now. 

Thirty-some States have produced and shipped manganese ore. All 
that is needed to make this country in time able to provide for its own 
manganese needs is a reliable policy of the Government that will 
enable the industry to compete at today’s level of labor and material 
costs. A system or policy under which the domestic producer would 
get $1 a unit for his manganese above the world price would insure 
a healthy domestic manganese mining industry which could produce, 
say, half of our needs, and be capable of explosive expansion when 
necessary. This would add a cost of 50 to 60 cents a ton to steel, 
and, since only 50 percent of the steel would be involved, would mean 
only 25 to 30 cents a ton increase in the total steel produced. What in- 
surance could be cheaper? We could sleep at night secure in the 
thought that if we had to, we could fight and win again, whereas with- 
out manganese we could not even fight before we lost. 

Mr. Chairman, today I would not be content with a backlog or stock- 
pile of less than a 10-year supply of manganese. The original stock- 
pile I believe envisioned a minimum of 5 years’ supply according to 
the public reports. But, sir, when you examine the goal now set (and 
for the attainment of this, the target date has now been changed to 
1958) I would hazard the guess it would not equal much more than 2 
years’ supply at the rate of last year’s consumption if all overseas 
supplies were shut off, as was the case in the last war. Not a manga- 
nese ore boat at sea when we entered the war came home to port. Can 
we expect to make port if the next war does come to pass, hie Russia 
has four times or more as many submarines now as Germany had 
then, and all of the latest improved design ? 

There is no doubt in my mind that, given cause to prospect and 
develop, to conduct metallurgical research and studies, we can and 
will become largely self-sufficient in manganese production from our 
mines at home, and this means governmental assurance in some form 
that we can get a price for our production that will enable us to make 
a profit after paying our high labor and material costs. 
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Long-terin contracts and an assured market have made a beehive of 
industry on the Colorado Plateau in the uranium-mining industry 
The same sort of treatment will produce the same result in manganese 
mining. I would advocate the same procedure for manganese, rand I 
would back it up with adequate tariff protection in the form of a flex- 
ible or sliding-scale tariff to keep the industry alive after the expira- 
tion of the initial period of long-term contracts and open-price guar- 
anties to domestic producers. 

I am confident that the American public wants this course pursued, 
and will approve at the polls, the policy of getting our strategic and 
critical materials at home at higher prices, rather than run the terrible 
risk of being unnecessarily dependent on overseas sources of supply. 

Mr. Chairman, we have the tungsten and manganese in this country. 
Shall we mine it? Are we willing to pay the small additional costs 
to get it from the safe sources at home or shall we remain dependent 
on the long sealanes for these basic essentials of survival? If you 
will give us the assurance of a Government policy of some kind that 
will enable us to keep at work, we can assure you that the sinews of 
strength will be forthcoming if the God of the nations will but give us 
time. Let every error in the stockpile goals be made on the high side, 
and then in the end we will find that no error was made at all. Tung- 
sten and manganese are indestructible. They can be stockpiled and 
kept forever, and no sturdier heritage can be left to the generations 
yet to be born than supplies of these basic enduring elements which 
rust doth not corrupt. 

lL am confident, Mr. Chairman, that what 1 have said there is true 
from my experience in tungsten and manganese—that as to tungsten 
and manganese, if prices are established at a proper level, if that 
program is a continuing thing, that then this country can be relieved 
of the terrible hazard that we face today. Knowing the manganese 
situation, I shudder to think if another Pearl Harbor would happen 
tomorrow. It would be impossible within the time permitted by the 
stockpile to bring into production the needed domestic manganese 
and for any man that is patriotic to say that he would not buy a pound 
of manganese, domestic or foreign, that he could get into our stockpile 
Is shocking, sir. 


NEEDED PROTECTION FOR MANGANESE INDUSTRY 


Senator Martone. Mr. Long, what you have really said to the com- 
mittee is that you want Congress to reassert its constitutional respon- 
sibility to regulate the tariffs, imposts, and excise fees, and to regu- 
late foreign trade in this regard. 

Mr. Lone. I think national security demands that be done now, as 
soon as possible, sir. 

Senator Matonr. You are aware that the Tariff Act already pro- 
vides for a flexible scale. 

Mr. Lona. That is right. 

Senator Matonr. But it is ineffective on account of the 1934 Trade 
Agreements Act, transferring this constitutional responsibility of 
Congress to the Executive. 

Mr. Lone. That is right. 

Senator Martone. The State Department, then, rightly or wrongly— 
and that is one objective of the committee, to determine under what 
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conditions we could make these materials available to the United States 
in wartime—are considering obviously other economic factors exist- 
ing in the nations of the world in their trade agreements, besides the 
availability of the supply of the materials to the. United States in 
wartime. 

Mr. Lone. Yes, sir. 

Senator Martone. You are aware, of course, that all that Congress 
would have to do would be just to neglect to extend the 1934 Trade 
Agreements Act, and it automatically reverts to the Tariff Commis- 
sion, an agent of Congress. 

Mr. Lone. That is right. I have advocated that every time I have 
had an opportunity since the enactment of the Trade Agreements Act, 
but without success so far. 

Senator Maton. I do not understand that you are advocating a 
high tariff or a low tariff. You are advocating an adjustment of those 
duties, imposts or excises, or tariffs, or import fees, whatever reference 
may be made to them, on the basis of the aitleventiel between the wage 
standard of living between here and abroad. 

Mr. Lona. That is right. 

Senator Matone. So that there might be a long-range principle. 
In that event, I am very much interested in what you said, that if 
necessary, this Nation might become self-sufficient in the production 
of both tungsten and manganese, 

Mr. Lone. That is right. I read a statement from the chief of the 
metals division of the New York State Geological Survey made some 
years ago that there was probably enough manganese between Wash- 
ington and Birmingham in the Appalachian region, to run this coun- 
try for hundreds of years. 

Senator Martone. Then I understand from your testimony that you 
do not agree with Mr. Ickes, since deceased, but who set the precedent 
through the Interior Department, as we have already discovered, on 
practically all of the metals, that we must save our own for an emer- 
gency and import such metals for our use. 

Mr. Lone. No, sir; I have specifically disagreed with that philos- 
ophy. 

Senator Martone. Then you believe that not only could the United 
States under certain conditions be made self-sufficient, but you have 
no doubt, according to your testimony, that the Western Hemisphere 
could be made self-sufficient in the production of both of these metals 
without any doubt? 

Mr. Lone. That is right. 

Senator Matonr. Where the transportation lines might be kept 
open at least much easier than from any foreign country across an 
ocean. 

Mr. Lona. That is right. 

Senator Martone. Mr. Long, I am going to express the gratitude of 
committee for your experience. If you have any further informa- 
tion at any time, you may communicate with the committee. 

Mr. Lone. I am very grateful for the opportunity to appear here 
for the industry for which I speak. yp 
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STATEMENT OF J. CARSON ADKERSON, WOODSTOCK, VA., OCTOBER 
22, 1953, WASHINGTON, D. C. 


Mr. J. Carson Apxerson. Mr. Chairman, my name is J. Carson 
Adkerson, of Woodstock, Va. I am president, American Manganese 
Producers Association, which has as its address in Washington, D. C., 
976 National Press Building, phone National 8-9180. With your pe: 
mission, I should like to submit a written statement for the record 
of the committee in connection with these hearings. 

I am very much interested in the objectives and regret I was not 
able to get here before. I am here now simply to ask the privilege 
of submitting a statement. 

Senator Martone. You may submit a statement for the benefit of 
the record, Mr. Adkerson; any time within a week or 10 days or 2 
weeks will be ample. 

Mr. Apxerson. Thank you. 

The statement is as follows:) 


STATEMENT OF J. CARSON ADKERSON, WoopstockK, VA., PRESIDENT, AMERICAN 
MANGANESE PRODUCERS ASSOCIATION 


My name is J. Carson Adkerson, Woodstock, Va. I am president of the Amer- 
ican Manganese Producers Association, which is a national association composed 
of manganese producers in the United States. 

I appear in behalf of the American Manganese Producers Association, and 
myself, as an individual operator in manganese. 

I appear now to ask the committee to give particular consideration to the 
situation which exists in the manganese industry. 

Manganese is essential in the manufacture of steel. Without manganese, 
the steel mills would close. There is no substitute for manganese in the manu- 
facture of steel. 

Today we consume about 2 million tons of manganese ore a year. We produce 
only about 150,000 tons a year, or less than 10 percent of our consumption. 

After the 1930 Tariff Act was passed about 100 manganese mines in the United 
States started development. The development proceeded until some of the larger 
mines were ready to begin increased and large-scale production. 

At that time the Soviets offered to undersell any domestic producer of man- 
ganese, regardless of the price that the domestic producer would quote. They 
deliberately dumped manganese in the United States and closed most of the 
mines. Of the 100 mines under development in 1930, at the beginning of World 
War IT there were less than 1 dozen mines in operation. 

When the Soviets started to dump, I asked that an embargo be placed against 
Russian manganese. I asked the administrative agencies of the Government 
that the Antidumping Act be invoked. 

Consideration was given, bills were introduced, but nothing was done. 

The depression came on, and the steel mills stocked up with low-cost man- 
ganese. I called to the attention of the committee and the Nation at that time 
that the purpose of the dumping of that Soviet manganese was not trade, but 
from the strategic importance of keeping the mines of the United States from 
being developed, for the reasons that the Soviets well knew that we could not 
manufacture steel without manganese, and that the largest shipper of man 
ganese into the United States at that time was Soviet Russia, and in case we 
depended on them and failed further to develop our mines, the time would come 
when Soviet Russia would deny us any tonnage at all of manganese ore. 

I carried that message even to the Nation, throughout the country, warning 
what would happen. Few paid any attention to it. Today that has come to 
pass. Soviet Russia has stopped shipping manganese ore to the United States 

The United States is now struggling to get manganese from other countries, 
and also we are endeavoring to increase production in the United States. 

I warned that it would take years to develop enough manganese production 
to take care of the needs of the United States in an emergency. 

Then came the stockpile bill. We are now endeavoring to stockpile manganese. 
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Even then, I warned that there wasn’t sufficient production outside of Russia 
o give us the supplies we need in time. Even though Russia was dumping and 
the mines were closed, a lot of us kept our mines open and maintained ready 
for production, because we realized the importance of manganese in our national 
setup. 

But the blow that fell was when the tariff on manganese was cut in half under 
the reciprocal trade agreements program in the first agreement that was nego- 
tiated with Brazil. Manganese was cut in half. 

Take my own property, for instance, with a million dollars or more in value 
developed, within less than 100 miles of Washington. That property and that 

| became valueless overnight. With the most modern mill then built in the 
United States, ready to produce, ready to expand, with developed reserves, I 
simply walked away and left it. Junk, overnight. 

I could most easily have just set fire to the mill and sold the remaining 
machinery for junk. I would have gotten more out of it than what I did get out 
of it by letting it go to ruin. Vandals just walked in and walked away with 
the machinery. 

The underground mines collapsed. Water filled the underground workings. 
Che timber rotted and the mine fell in. 

That was after the reciprocal-trade agreement with Brazil, and the first 
agreement that was made, and the manganese tariff was cut in half. 

The same thing happened to other mines throughout the United States. 

I warned at the time that it would be a profit only for the moment, because 
at a later time when we were caught short, Russia would stop shipping manganese 
to the United States. That has now happened. 

I would like to point out to the committee that at the time, I submitted a 
petition in behalf of manganese and national defense signed by 180 Members 
of Congress, including 41 Senators and Congressmen from manganese States— 
manganese occurs in 27 States—I submitted the petition to President Roose- 
velt signed by the Members of this Congress, and also delivered a copy of it to 
the State Department. 

At the time that was handled, I understand that Alger Hiss and three others 
of his group were the ones that were working on the trade-agreements -pro- 
gram. I hope this committee will look into the matter thoroughly. 

We were given assurances at the time that nothing would be done under 
the reciprocal-trade agreement to jeopardize the national defense. We were 
given to understand that we would have hearings before the State Depart- 
ment. Why, they couldn’t even find the petitions when the cut was announced. 
We were never given any opportunity at all to appear before anybody, either 
then or since, that would have anything to do with restoring the tariff on 
manganese. 

It is the duty of this committee to give careful consideration to what has 
gone on in the manganese industry and what might be done in the future 
to maintain production in the United States. We don’t say maintain it all. 
Our policy throughout has been to maintain a nucleus of an industry, pro- 
ducing, say, at 250,000 or 500,000 tons a year, out of the 2 million tons that 
is being consumed a year; so that in time of an emergency, we would have 
the means of expansion to take care of the needs in an emergency. 

Now, it isn’t only in my remarks that that is said. At a hearing before 
the Subcommittee on Mines and Mining of the Committee on Public Lands, 
House of Representatives, a hearing on manganese, in February 1948, Elmer 
Pehrson, who was Chief of the Economics Division of the United States Bureau 
of Mines, appeared as a representative of the Bureau of Mines before that 
committee, and Congressman Engle asked him the question: 

“In case our measly stockpile is used up and in case the production and 
the mines in the United States are not more fully underway than they are now 
and we were to have war and the submarines were to go to work, what would 
be the solution®” 

Pehrson’s answer was this: It is three lines and with your permission, I shall 
read it. Pehrson said this: 

“I feel if we ever get in that stage in regard to manganese and if we are in 
a real war, we might just as well acknowledge that it is over.” 

I simply hope this committee will look thorvughly into what has gone on 
and what is now going on. Because we were given assurances at the time 
I appeared before the committee that those things would be considered; that 
we would be given an opportunity to submit full evidence. 
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But in spite of all that, the results are today that the industry is down, 
except for a small program we now have underway, which has been given 
out under the DMPA. This would not take care of more than about 10 per- 
cent of our needs in case the whole program goes through, and this for a 


4-year period only. 

I thank the committee. 

The CuarrmMan. We will now take a 5-minute recess. 

(A short recess was had.) 

The Cuarrman. The committee will be in order. The next witness 
will be Mr. Lynn. 


STATEMENT OF HAROLD FREDERICK LYNN, CONSULTING 
ENGINEER, SEPTEMBER 23, 1953, SEATTLE, WASH. 


Mr. Lynn. My name is Harold Frederick Lynn, consulting engineer. 
My address is 8760 Shoreham Drive, Los Angeles. 

Among my clients are Southwest Engineering Co. that has been 
engaged in the investigation of manganese beneficiation methods of 
known deposits thr oughout the United States. 

The Cuarrman. Now, in regard to the production of manganese, 
Mr. Lynn, a lot of words have been bandied about in the last few years. 
There are some statements that we have no manganese in the United 
States, that we have to get it from Russia during wartime and that 
we had to get it from an 

Weare very much interested in Mr. Long’s statement and very much 
interested in what you might have to say about the production of 
manganese over the period of years ahead if we had a policy or prin- 
ciple laid down by Congress in which the investors, the explorers and 


prospectors and also the workingman would have confidence. It would 
have to be a continuous principle that would promote production. 

What do you think would be done in the industry if Congress laid 
down the proper conditions for operation ? 


QUALITY OF MANGANESE IN UNITED STATES 


Mr. Lynn. It is very heartening to hear Mr. Long’s statement that 
he has a 10-year supply for the consumption of the steel industry in the 
United States. Other than that reserve, there is very little reserve at 
the present time of the quality and grades to meet the specifications 
of the steel industry. 

We have ample manganese within the United States but not of the 
quality that is demanded by the steel industry as the technology is 
now developed. It is necessary for those known deposits, those known 
large-scale deposits, to have a considerable amount of beneficiation 
before they can be prepared in such a manner that they are acceptable. 

At the present time we are engaged, and when I say we, that is 
Southwest Engineering Co., the company is engaged in investigating 
beneficiation methods for some of these known deposits. 

Simple methods of beneficiation do not apply to many of the larger 
deposits, such as those in Maine and portions of the Cayuna Range, 
and in all probability more expensive methods, such as chemical 
methods, will be needed in order to prepare them to the condition that 


is acceptable by the industry. 
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The Cuarrman. Would you be a little more explicit as to just what 
is demanded now by the steel industry ? 

Mr. Lynn. The steel industry requires a grade of 48 percent ap- 
proximately as the base. 

The Cuarrman. And from the 47 or 48 percent grade, where do they 
start? Do they make a ferromanganese? 

Mr. Lynn. They make a ferromanganese; the greatest consump- 
tion of manganese is in the form of ferromanganese within the United 
States. The majority of production throughout the world meets, in 
mining itself, that grade ; that is, outside of continental United States. 

The Cuarrman. That is, across the ocean ? 

Mr. Lynn. Yes, the Indian and Russian manganese is of that grade. 
That is what originally established the grade. 

The Cuarrman. What about the South American production ? 

Mr. Lynn. I am not qualified to answer on that question. 

The CuarrmMan. Now, let me ask you further: You say that the 
quality of manganese you could get from Russia and India established 
the grade. With that I agree. 

Now, if it became obvious that that grade of manganese could not 
be maintained during a war, what is to prevent the steel industry from 
adapting itself to another grade of manganese? 

Mr. Lynn. Only at the sacrifice of productive capacity. In other 
words, you reduce the capacities of the facilities that you have by 
lowering the grade of manganese because you have to charge more 
manganese into the furnace, into the ore mix of the manganese blast 
furnace. 

The CHarrman. Well, would you be a little more explicit, Mr. 
Lynn? I am informed that the amount of manganese isn’t a very 
great percentage of the material that goes into the furnace, anyway. 

Mr. Lynn. It isn’t a great percentage; of course, it is a necessary 
pees but every amount of cubic feet that you take out of the 
ast furnace, you thereby reduce the amount of production of ferro- 
manganese. 

The Cuarrman. By that much? 

Mr. Lynn. By that much. In addition to that you must flux the 
material which means the additional material in there in order to flux 
the silicates that would probably be present in the lower-grade ma- 
terials. 

The Cuarrman. Well, tell us something about the amount by which 
the capacity would be diminished by the use of lower grades of 
manganese ¢ 

Suppose that instead of a ferromanganese, you had to use the grade 
of manganese available in this country—say it was a grade that just 
could be processed. Then it would mean that in order to produce the 
same amount of steel, larger furnaces, or more furnaces would be 
necessary ¢ 

Mr. Lynn. More furnaces or larger furnaces. 

The Cuarrman. There have been a lot of furnaces built in this 
Nation in the last few years through funds advanced by the Gov- 
ernment—— 

Mr. Lynn. I don’t understand that question. 

The Cuamman. The Government has financed or contributed to 
additional furnaces in this Nation in the last few years. If it were 
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developed by engineers such as yourself that additional capacity were 
necessary to produce during a war, and we were self-sufficient in a 
certain type of manganese, w vhat would be the reason we couldn’t initi- 
ate a program of that kind? 

Mr. Lynn. We could, but it would take time. 

The Cuatrman. How much time? 

Mr. Lynn. I am not qualified to answer exactly but my estimate 
would be that it would take 4 or 5 years before we could increase our 
production. 

The CuHamman. That doesn’t sound very bad but what does sound 
bad is that we don’t attempt to do the thing that is necessary. 

Mr. Lynn. We have not—we have not developed to such an extent 
that we have investigated all the possibilities of the utilization of these 
materials that we have available. 

Our known reserves of low-grade materials, especially in manga- 
nese, are extensive but no method has been developed at the present 
time for the utilization of those in our industries, as they now exist 
and as they can be beneficiated by the present methods. 

The CuairrmMan. Well, you are talking about methods; there is no 
method developed at present to use low-grade manganese / 

Mr. Lynn. Some of them under our present technology cannot be 
beneficiated to the quality that is acceptable to the industry as the 
industry now demands the manganese ores. 

The Cuarrman. But the question I just submitted to you was this: 
Why isn’t it possible, if it is known that that condition exists, to pre- 
pare for it. Your answer was that it might take 4 or 5 years to do that. 

In other words, you are set up to use a certain grade of manganese 
that in all likelihood would not be available to you in world war IV? 

Mr. Lynn. Our industry is set up in that manner to use the present 
specified grade. 

The Cuarrman. Well, that doesn’t make very much sense to the 
chairman of this committee. 

Mr. Lynn. It takes a great deal of equipment and materials to 
change the technology of the industry. 

The CHamMman. Well, if we went into world war IV and every 
time we turned around we found a gun pointed at our head, then you 
would have no manganese to run your steel industry and it would 
shut down. 

Mr. Lynn. Except for the reserve that Mr. Long has indicated, we 
have no manganese. 

The Caarrman. What were the reserves he indicated ? 

Mr. Lynn. He indicated 10 years’ supply. 

The Cuarrman. But that would be minimum requirements—— 

Mr. Lynn. Minimum requirements for the industry for 10 years. 
That is heartening—— 

The CHarman. But,we have no reserves for the requirements of the 
steel industry at this time, according to your testimony. 

Mr. Lynn. Other than those. 

The Cuamman. Well, we wouldn’t have those because they wouldn’t 
fit the requirements of the steel industry. 

Mr. Lynn. Mr. Long’s would fit the requirements of the steel in- 
dustry, his product would fit the requirement of the steel industry. 

The CuarrmMan. His is low grade. 
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Mr. Lynn. He beneficiates it to the extent that it is acceptable. 

The Cuamman. But the low grade—let’s go back on that particular 
subject. Until you heard Mr. Long’ s testimony, you did not think we 
had any reserves in this country. 

Mr. Lynn. We haven’t sufficient reserves. We do have reserves 
but not sufficient to carry the steel industry through a long period of 
emergency. 

The Cuarrman. How long could it be carried ? 

Mr. Lynn. Ten years, according to Long. 

The Cuarrman. Forget Mr. Long’s testimony. Suppose we had 
a war—— 

Mr. Lynn (interposing). We couldn’t carry on our industry if we 
had to produce directly in this country. 

The CuHatmrmMan. You could not do it? 

Mr. Lynn. No. 

The Cuatrman. Then haven’t you put your finger on a sore spot to 
which little attention has been given and that is if we started a war 
tomorrow, the steel industry would shut down ? 

Mr. Lynn. If we could not import, the steel industry would shut 
down. 

The CuarrmMan. Well, you don’t think you could import from Rus- 
sia or India, do you? 

Mr. Lynn. Except for those purported reserves in Brazil and South 
an a and by increasing whatever production we may have here, 
by lowering our specifications and thereby decreasing the steel produc- 
tion, we could possibly produce a fair amount of steel but certainly 
not as much steel as we are producing when we have the proper 
materials, 

The CHarrman. What about the prospect in Brazil? Is that the 
grade we need and what about the amount ? 

Mr. Lynn. I do not claim to be an authority on that. It is claimed 
that they can produce material of grade acceptable to the industry. 

The Cuarrman. Forty-seven to ‘forty- eight percent grade? 

Mr. Lynn. The quantity that they can produce and the time it would 
take necessarily to produce the amount we wanted, those are unknown 
tome. ‘There must be others more qualified to answer that. 

The Cuarrman. Then your statement at the moment is simply this: 
That if a war were declared tomorrow—all-out war IV or 11]—what- 
ever they would call it, the steel industry would be helpless beyond a 
certain production which as I understand you to say would be greatly 
reduced over our present production ? 

Mr. Lynn. That is right. 

The CHamman. The present production is about 100 million tons 
per year, is it not? 

Mr. Lynn. Of steel, 

The Cuatrman. In fact, it is about 110 million tons? 

Mr. Lynn. They have the capacity for a little better than 110 
million tons per year. 

The Cuarrman. Where do you think that production would be cut 
if we were suddenly dependent on our own resources and those of 
South America ? 


39888—54—pt. 10-15 
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Mr. Lynn. At the moment, and this question was propounded to 
me w ithout ¢ any preparation on my part, I can only give an informed 
guess that it would be cut at least in half. 

The Cuarrman. Your testimony interests me greatly. There is an- 
other phase of it that interests me and that is this: It is almost a cer- 
tainty that India would be cut off in the event of World War IV on 
account of submarines and air warfare and certainly we would not 
be furnished any manganese from Russia if we were fighting Russia, 
why is it then that the steel industry is not prepared to use another 
type of manganese, or is it so prepared ? 

Mr. Lynn. That I am not qualified to answer. I do not know either 
the reason or ba rinaetaai they are or are not. 

The Crarrman. You just testified something about the situation, 
you as an engineer 

Mr. Lynn" (interposing). That is, if you are inferring that I am 
worried about it, I am definitely worried about the situation. 

The Cuarrman. Then would you like to submit a further written 
statement, upon reflection on this question, to the committee ? 

Mr. Lynn. I would be pleased to do that. 

The Cuamrman, The committee would be very glad and anxious to 
receive a statement from a person with a background of experience 
such as yours. From what you have testified I think you could submit 
something very important in the line of information to the committee, 
together with any recommendations you may have. 

If you know of, or can find out anything authoritative about the 
cost of production in the Western Hemisphere outside of the United 
States, I hope you will include that in your written statement because 
many strategists believe that we cannot protect the hemispheric trans- 
portation against these other nations. 

Mr. Lynn. I would be pleased to submit that. 

The Cuarrman. And you understand that the committee is ordered 
by the Senate to determine the availability of these materials, a list 
of about 77 minerals, materials, and fuels that are strategic in wartime 
as well as for the expanding economy of our country and for its 
security. 

Thank you very much, Mr. Lynn. We will look forward to receiv- 
ing your written statement. 

(Statement was subsequently furnished and is inserted in the record 
at this point by direction of the chairman :) 


TESTIMONY OF Mr. H. F. LYNN, CONSULTING MINING ENGINEER 


The object of this testimony is to present the urgency for applied and funda- 
mental research work in the field of manganese technology in particular, and 
strategic and critical minerals in general. The most encouraging area appears 
in the relatively new field of chemical dissolution of manganese from ore and its 
modified application in recycling of manganese in the production of pig iron 
and steel. To a much lesser extent is self-sufficiency offered in the field of dis- 
covery of enriched deposits unexposed by present discovery methods. Despite 
the importance of minerals in the national economy, only one-half of 1 percent 
of the money spent on research in the United States is supplied by the mining 
industry for mineral research. What research is done is applied research. 
Practically all our fundamental research is still obtained from EBuropean sources. 
Our greatest promise of economic use of our large low-grade manganese re- 
sources will only be fulfilled by applied research based upon sound laws developed 
by fundamental research. The Government should encourage the active partici- 
pation in this work of private industry by joint ventures and tax concessions. 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 211 


In realistically evaluating our manganese position and potential in terms of 
national security, we must consider the extreme necessity of internal self- 
sufficiency. This extremity must then be viewed from the standpoint of im- 
mediacy and as a long-term potential when, lacking intercourse with our tradi- 
tional and overseas suppliers, we must find means of providing an internal 
source of strategic manganese without excessive expenditure of treasure or 
manpower, both in short supply during wartime. For the purpose of meeting 
an immediate crisis, there is almost a unanimity in opinion that a stockpile, when 
used for building reserves against emergency and not for political or price 
controlling purpose, is the cheapest and surest means of assuring security. 
Insofar aS manganese is concerned, this stockpile should consist of material 
in a form and quality that it can be readily used in the making of steel without 
upsetting standard practice nor reducing steel output. The quantity to be 
stockpiled should be adequate to meet the best military estimates of the duration 
of a crisis of this magnitude. Even 10 years’ supply, at the present rate of con- 
sumption and a price of $2 per long ton unit of contained manganese, only 
amounts to $1,500 million. This is a small sum for positive security when viewed 
in the light of our annual expenditures in aid of foreign countries. 

The manganese cycle, as in any other mineral or metal cycle, consists of a 
series of concentrating steps, from large bulk and low contained metal to small 
bulk and high contained metal. These concentrating steps begin with discovery 
of natural concentrations on the earth’s crust through mining, beneficiation, and 
reduction to use products. From that point on, the cycle consists of dispersion 
through fabrication and use, disuse, decay, and corrosion. At any point of dis- 
persion before complete decay, the material may be recycled into the concentra- 
tion cycle and reused. Valuable material normally wasted in the concentration 
cycle can often be recycled with consequent reduced losses. All other factors 
being equal, costs and manpower increases as the original grade decreases in 
any step of the concentration process. Similarly, costs increase as percentage 
of recovery decreases. Costs also decrease when any of the steps can be by- 
passed or the degree of concentration can be increased in the earlier stages of 
beneficiation. Costs are important during wartime, despite a widely held mis- 
conception, for costs not only reflect national treasure, but also manpower. ‘Man- 
power during a wartime economy is the national resource in shortest supply. 
Of the stages of concentration, discovery, and chemical beneficiation, as well as 
recycling in the reduction stage, appears to offer the most promise of reduction 
in cost. Costs of mining and milling will be reduced but these arts are well 
known, technical developments advanced, and there is little margin in which 
to favorably affect the unit cost of ferromanganese. 

Meeting the second contingency of the potential extremity in the near or dis- 
tant future is a different problem, with a different solution. There is little 
agreement among authorities here. It seems fundamental, however, that we 
make every effort to acquire self-sufficiency, at competitive cost within our conti- 
nental borders. The alternatives appear to be, one, to attempt to find new high- 
grade ore bodies or, two, to develop our technology to the point where we can 
extract the manganese from our known extensive ore bodies at low cost of man- 
power and material. Both of these alternatives imply extensive progress of 
fundamental and applied research. There is little hope that adequate reserves 
of ferrograde ore are yet to be discovered by standard discovery methods within 
our borders. The surface exposures have been fairly thoroughly investigated. 
Except for encouragement of exploration on public lands and relief of State taxa- 
tion on developed reserves, there is little that can now be done to improve our 
position of ferrograde manganese. Since an estimated 70 percent of the surface 
of this country can only be explored by remote methods, here appears to be a 
zone of investigation that offers possibilities, but only in the distant future and 
with no present assurance of success. This program requires intensive applied 
research directly on the masked areas with our presently inadequately developed 
tools of geophysics, microchemical, radiometric, and geobotanical methods. This 
field is best served by private industry with Government encouragement. 

In light of the incomplete development of the tools of the discovery art, most 
important is the fundamental research in the science relating to this art. Here, 
we enter a field best fostered in governmental and educational institutions, but 
the results, even if successful, are of the nature of the long view and do not meet 
the urgency of the immediate manganese supply problem. 
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Now there is no absolute lack of adequate manganese reserves within the con- 
tinental limits of the United States. Aroostook, Maine, together with Cuyuna 
Range, Minn., ore reserves are estimated to contain enough manganese to supply 
the present United States demand for a period of 60 years. The technological 
problem relating to these deposits is not due to the technical inability to extract 
the manganese but simply due to cost, for these reserves assay an average of 9 
percent and 3 percent to 9 percent respectively. Since these ores represent the 
principal possibility of the United States becoming self-sufficient in manganese, 
applied research should first and most intensively be directed towards exploiting 
them at a low cost. Since these deposits are so constituted that present mining 
practice will be low and the ferro grade cannot be produced by the best modern 
gravity treatment, chemical dissolution method would seem to effect the most 
fertile field. Fifteen different methods have been proposed. One pilot chemical 
plant based on ammonium carbonate has been constructed for the treatment of 
one type of Cuyuna ore and money has been appropriated for a pilot plant for 
Aroostook ores based upon nitric acid dissolution. This is a beginning, but is 
not enough. A process investigated by the Battelle Memorial Institute has been 
described, which estimates indicate will produce manganese for $1.23 per long-ton 
unit before credits for the iron ore produced. It is anticipated by the President’s 
Materials Policy Committee that by further experience cost could be brought down 
to $0.92 per long ton before credits. This is a cost that is competitive with the 
world suppliers. The product has the additional quality of being high grade 
(60-62 percent manganese), virtually free of sulfur and phosphorus. This 
product could be blended with subgrade material to extend manganese resources, 
or would represent a high grade feed to the blast furnace, thereby giving addi- 
tional capacity with present facilities, reducing the pounds of coke to pounds of 
manganese ratio, reduce the percentage of manganese lost in the slag and reduce 
the overall cost of ferromanganese. It would appear that failure to implement 
a pilot plant utilizing this chemical method represents undue lack of diligence on 
the part of those agencies which are entrusted with the national security. This is 
particularly evident when investigations have indicated that modifications of 
this method would allow the recovery of manganese between the blast furnace 
and the open hearth. This subject to be discussed later. 

All methods which in the opinion of sound authority merit trial should be put 
on a pilot-plant basis. Nor should the ores be derived from only 1 or 2 sources. 
Even the relatively secondary deposits of Chamberlain, 8. Dak., and Artillery 
Peak, Ariz., should be thoroughly investigated in due time. 

While this field presently offers great possibilities, the costs in money and 
time will be considerable. The fundamental laws of the thermodynamics of 
hydrous solutions have never been established and consequently all develop- 
ments of. techniques in the field will be investigated empirically. The establish- 
ment of laws, if possible, in this field is, in the realm of fundamental research, 
best done by educational or governmental agencies. But we cannot wait for 
these laws, and the best methods empirically discovered should offer a field of 
applied research for private corporations which could easily profitably occupy 
their resources for some years to come. The Government should encourage the 
applied research by various methods of tax relief, fast amortization of plant and 
subsidizing. This work in private hands will broaden the base of investigation, 
will bring fresh viewpoints to the problem and will arrive at a practical solu- 
tion much more quickly. 

The reduction cycle of iron, from the pig-iron furnace to the steel open hearth 
including both metal and slag, represents that phase of the manganese cycle 
from which manganese requirements can be supplied. The American Iron and 
Steel Institute, in conjunction with the Bureau of Mines, is operating a pilot 
plan investigating the possibility of recovering manganese from open-hearth 
slags. A pilot plant is being constructed in eastern Pennsylvania for the re- 
covery of manganese from slag dumps. A most interesting study has been made 
by the Battelle Memorial Institute claiming that by making a high-manganese 
pig iron, blowing this iron in an oxidation station between the blast furnace and 
the open hearth, not only would silica and phosphorus be removed but the con- 
sequent slag containing about 30 percent manganese could be leached of its 
manganese by substantially the same process as that applicable to the Cuyuna 
ores and to which Aroostook ores are also amenable. After credits for de- 
siliconizing are given, it was estimated that the cost of producing ferromanganese 
would be not more than $95 per long ton. At a time when we are contracting 
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for ferronianganese at a price of $225 per ton of ferromanganese, it seems in- 
explicable that the proper agencies have not instituted pilot operations on this 
method. 

Except for that method based upvn the reclaiming of slag dumps, the difficulty 
lies in fitting the recycling plant into the existing steel facilities. Established 
plants do not often have room for a blowing station intermediate between the 
blast furnace and the open hearth nor for two stage furnaces for the open-hearth 
slag. The economies are so manifest, if feasible, however, that the practicality 
of all of the several proposals should be shortly resolved. 

Again the applied research could best be done by private initiative. Sufficient 
incentive should be offered to make it feasible for existing private organizations 
to prosecute these investigations with zeal. 

In the preceding evaluation of the manganese problem, each stage of the 
cycle that holds promise of reducing cost or increasing recovery depends on 
the successful operation of an untried process or the development of new con- 
cepts or fundamental laws. This implies both applied and fundamental research. 
The successful resolution of these problems and the rejection of the unfit 
solutions are manifestly urgent. 

The base of research support should be made as broad as practical in order 
to arrive at a solution in the shortest possible time. This broad base can best 
be established by enlisting the aid of private industry. This is particularly so 
in the case of applied research. But industry finds itself inhibited by the present 
tax laws. Since it is necessary to capitalize expenditures for facilities and 
product-development programs that establish property rights, private enterprise 
is immediately doubly penalized, first in the taxation of income funds that are 
accrued for developments, and in the return of that invested capital in small 
annual increments by amortization. A prudent manager, therefore, in his prin- 
cipals’ interests, can only risk important segments of the capital on projects 
that have sure, adequate returns. Research programs never offer this surety 
The solution appears to be in direct Government loans to private corporations 
for the prosecution of applied research, the right to expense research even when 
it results in property rights and fast or current amortization on facilities used 
for applied research on approved projects. Even more difficult is the appro- 
priation of money by private profitmaking organizations for the even more 
important fundamental research. The returns are so remote and so nebulous 
that few organizations can afford the luxury of this contribution to general 
knowledge. 

In consequence, such fundamental research is principally carried on by Gov- 
ernment agencies or educational institutions. In the case of the Government 
the money used is derived from taxes; in the case of educational institutions 
the amount of support is restricted to the tax-deductible percentage available 
to donors of grants. In any case, the facilities and amounts are negligible in 
comparison to the requirements. In order to make it possible for private enter- 
prise to engage in the program great incentives must be offered. I suggest the 
radical proposal that a percentage, with fixed maximum annual income, of 
the taxes accrued be remitted to all individuals, or private profitmaking enter- 
prises, for the amounts spent on approved fundamental research. At least it 
would eliminate the overhead of collecting and administering the taxes from 
these entities and then administering the allocated funds to research. The need 
for adequate research is that urgent and the need for incentive under present 
tax laws that great, in my opinion. 


H. F. Lynn Repty To STATEMENT BY Mr. Hewrtt S. West 


Mr. West’s passionate statement in objection to my verbal testimony is under- 
standable, though misleading, in the light of his special interest in the industry. 
My admiration for his successful flotation beneficiation of the Three Kids mine 
ore of Nevada and his industry in attempting to beneficiate ores of Artillery 
Peak area of Arizona, is tempered by the possible effects of his opinions on 
national security if accepted and become a part of policy. 

Now, it is not my intent to enter in fruitless controversy with Mr. West, 
but I am quite sure that upon reflection he now remembers that about 80 percent 
of the ferromanganese is produced in blast furnaces in this country. Insofar 
as the substitution of electric furnaces for blast furnaces is comcerned, this 
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utilization of electric energy must be equated against the rising consumer 
demand per capita, as well as for increased populations and the possible pre- 
emptory demand of any titanium program, with its fantastic voracity for electric 
energy under present technology. It is on the side of wishful thinking to believe 
that electric furnace capacity now used for ferrovanadium and chrome alloys, 
for which there is no satisfactory furnace substitute, could be diverted to the 
production of ferromanganese which has a satisfactory substitute in the blast 
furnace. Chrome, vanadium, and silicon alloys are also in great demand in a 
war economy. 

Now, what is the purpose of bringing into the discussion the question of an 
electric furnace at all? Perhaps the last issue brought forth by Mr. West affords 
the clue, in his request for downgraded ferromanganese, namely, that the man- 
ganese concentrate to be produced by the operation that will assertedly provide 
for the United States steel industry for a period of 10 years cannot be brought 
up to standard grade to provide ferromanganese, or even spiegeleisen, in the 
blast furnace without excessive contained manganese losses. 

“In producing downgraded ferromanganese, the output of the furnace in terms 
of manganese decreased, so the increased use of the low-grade manganese alloys 
would require a corresponding increase in blast furnace capacity” (p. 54, vol 
IV, Resources for Freedom, the President’s Materials Policy Commission, com- 
monly called the Paley report). 

Further, in referring to downgrading manganese alloys, this is said, “* * * 
but the slag volume and manganese losses in the slag would be very high, and 
considering the low furnace output and high fuel consumption, the process would 
not appear to be economically sound” (p. 47, vol. IV, Resources for Freedom, 
the President’s Materials Policy Commission). 

With the belief that the national security is in jeopardy, and that we cannot 
afford to make irretrievable mistakes in mineral policy, I therefore cannot 
blithely and wholeheartedly accept Mr. Long’s and Mr. West’s optimistic state- 
ments that their operation has solved the United States steel-industry problem 
for a period of 10 years’ duration. I do not believe it wise to risk our whole 
national continuance on the correctness of a single group, a single ore body, or 
single process, particularly if such procedure is unsubstantiated by practical 
pilot operation or involves the unbalancing of the standard practices of the steel 
industry. Mr. West’s own experience with the Three Kids operation should 
fix in his mind the time necessary to convert a pilot operation into production 
and the hazards of a single-unit operation, even during peacetime. Without 
knowing the facts, it is my belief that Mr. West’s and Mr. Long’s solution is not 
yet economical in terms of overall manpower, which in final analysis is that item 
in shortest supply during wartime. I for one would feel more confident of 
proper decisions being made on manganese if these gentlemen would reveal more 
in detail the reserves and grades available, the mining methods and costs, the 
beneficiation methods and results, the method of chemical treatment implied, and 
whether the latter has been continuously tested in a pilot plant, and the success 
thereof, and finally, the overall recovery of the manganese contained in the ore 
body and the analyses of the finished product. If this product cannot be con- 
verted to standard ferromanganese, then the virtue of the proposal must be 
equated against the damage to, and changes involved in, the historic steelmaking 
technology. 

I feel that not one but all potential solutions to the manganese problem should 
be exhaustively investigated and those judged by competent authority to be 
promising should be financially aided. The fact that I differ with Mr. West as 
to the best solution, supported as I am by authorities in the field of manganese 
and steel pyrotechnology, merely points up the arguments I had prepared for my 
verbal testimony before the committee at Seattle. 


Mr. West. It seems to me there is confusion in Mr. Lynn’s state- 
ment. 

The Cuarrman. Mr. West, would you come forward? I am happy 
that you have volunteered to testify in addition to Mr. Long. Would 
you come forward and identify yourself for the record? 
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STATEMENT OF HEWITT S. WEST, PRESIDENT, MANGANESE, INC., 
HENDERSON, NEV. 


Mr. Wesr. My name is Hewitt S. West, president of Manganese, 
Inc., of Henderson, Nev. 


POSSIBLE USE OF LOW-GRADE MANGANESE 


Mr. Lynn testified—he recited that if a lower grade of manganese 
than ferro grade, which today is known as 48-percent manganese and 
certain other controlling specifications, but which also under Govern- 
ment interpretation or rules, is acknowledged to be ferro grade as 
low as 40 percent—if such low grade or lower grade ores were used 
that it would only be by the curtailment of steel production. 

I am afraid that Mr. Lynn is not entirely familiar with the way 
inanganese is used in steel production. 

First the manganese is turned into ferromanganese, and then the 
ferromanganese is used in steel production. 

Now, ferromanganese can be produced from 35-percent manganese 
on up just as well as it can at 48 percent. There would be a slight 
addition in cost, but there would be no curtailment in steel produc- 
tion. It would simply mean that there would be further use of the 
furnaces now used to produce ferromanganese, and there is today an 
excess capacity, furnace capacity, for the production of ferroman- 
ganese. 

Therefore, if this country could produce a large amount of man- 
vanese ore running from 35 to 40 percent, we could use that ore to 
produce ferromanganese and be self-sufficient in the requirements of 
manganese for the production of steel. 

The Cuamman. In this Nation? 

Mr. West. In this Nation. It does not have to be brought to 48 
percent grade of ore. 

The Cxarrman. In other words, if you can produce from these low- 
grade areas concentrates or sorted ore in anyway concentrated to 35 
or 40 percent ore, then it is your opinion that the steel production 
would not be reduced necessarily ? 

Mr. West. Absolutely. There is a plant in Henderson right now 
working on 25 percent ore, an electric-furnace plant. It is a new 
company known as Pioche Manganese. It is a wholly owned sub- 
sidiary of Combined Metals. They are producing ferro grade ferro- 
manganese, 75 percent plus from 25 to 27 percent ore. 

The Cuarrman. In this electronic process, which I must confess 
I have not kept pace with the development 

Mr. West (interposing). This is an electric-furnace process that 
Pioche is using to produce ferromanganese. Now, the electrolytic 

rocess at Henderson, and there is one on manganese—that is Western 
‘lectrochemical to produce battery grade. 

The CHarrMan. There was an electrolytic development at the Bu- 
reau of Mines at the University of Nevada—— 

Mr. West. Yes. 

The CHarrmMan. By a man by the name of John Koster. That 
process was perfected probably 15 years ago. Is this the process that 
is now being used ? 
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Mr. West. No, sir; that process which you refer to is a very suc- 
cessful process and is now operated by, I think, the Electrolytic Man- 
ganese Corp. down at Knoxville and produces pure manganese metal. 

The Cuarrman. Yes; ninety-nine-point-something manganese ? 

Mr. West. Yes, 99. 6—something like that, or 99.7. The pure metal. 

Now, the electrolytic process in use at Henderson for the produc- 
tion of battery-grade manganese is almost the identical process but 
they reverse the current and deposit instead of the pure metal, a very 
pure manganese dioxide. 

The Cuairman. Which is about 75 percent pure / 

Mr. West. Well, the stuff they are producing is around 90 percent 
MnO, which would give 70 percent Mn. 

It is very pure and I understand it is the best grade of battery man- 
ganese that has ever been known. 


VARIOUS PROCESSES FOR AND AVAILABILITY OF LOW-GRADE MANGANESE 


The CHatrman. Mr. West, I wonder if the committee could impose 
on you, as long as Mr. Lynn plans to submit a written statement, if 
you would take upon yourself and your associates to give the com- 
mittee the benefit of your information and your knowledge of these 
processes now in operation and in the laboratory, and the availability 
of low-grade manganese in this Nation for this reason: It is easy to 
confuse and a state of confusion, in the opinion of the chairman, has 
existed for about 21 years now, so that very few people understand 
anything about these reports from Washington that we must get 
manganese from Russia or from India, or that we are dependent on 
foreign nations and therefore must defend these nations in order to 
get our vital materials. 

Speaking as one member of the committee and as chairman of our 
subcommittee, I am sure I speak for the full committee in saying that 
what is needed is a simple statement of facts as to what can be done 
to keep our steel production at the point where it belongs, and where 
it would have to be in case of war. We need to see what we can do 
about it in the United States and in the Western Hemisphere because 
nearly everybody admits that we can defend the Western Hemisphere. 
However, there is a great difference of opinion when it comes to ship- 
ping across the ocean. Some believe that very few ships will be able 
to cross in case of war, carrying any kind of freight because of sub- 
marine and aerial warfare. What this committee needs is a simple 
statement of facts. 

There are very few technicians in the Senate. They say that I am 
the only professional engineer ever elected in the Senate and I am not 
an expert on manganese. 

Mr. West. I would be very glad to prepare any statement you 
would desire to have. 


MINING COSTS OF LOW TRADE AREAS 


The CuarrMan. If the Senate of the United States can be assured 
that we can become self-sufficient in the 77 strategic materials and 
minerals in the United States under proper conditions and in the 
Western Hemisphere, it is my honest opinion that you are on your 
way to a new policy. 
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But if we can be seared out; if we follow a policy which makes ic 
necessary to defend Europe and these other nations; and keep the 
sealanes open, it may be that there are not enough young men nor 
enough materials in the United States to do the whole job. Thus, 
we may be destroyed economically trying to do an impossible job. 

Mr. West. Well, as you understand, Senator, it is largely a matter 
of cost. I mean, you can say that the metallic content of ore—and 
I don’t care what the ore is, it makes ore. But that is only half of the 
answer. Just what is the price of that metal ? 

You can remember the day when half-ounce ore, gold ore, was very 
good ore in underground mining and that was $10 a ton. At the $20 
price for gold. 

Today, half-ounce ore at $35 is worthless underground in the 
normal mine. Weare talking about 4- or 5-foot veins—it is worthless. 

[f they made the price $50, that is another thing but that is not 
increasing the metallic content of the ore, that is increasing the price 
and it is the same way in manganese; it is the same in lead or zine. 


EFFECT OF 1934 TRADE AGREEMENTS 


The Cuarrman. Well, you are familiar with the fact that 20 years 
ago, in 1934, the Congress of the United States transferred its con- 
stitutional responsibility to regulate foreign trade and fix duties, im- 
posts, and excises, commonly known now as tariffs and import fees, 
to the Executive, virtually giving that power to the State Department 
to make trade agreements and to, frankly, give certain foreign nations 
a part of certain industries in this country. 

Then what policy do you think Congress would have to adopt to 
insure domestic production of strategic and critical materials and 
minerals on a long-range basis? Should they take back their consti- 
tutional responsibility and regulate foreign trade on some basis 

Mr. Wrst. They certainly should. 

The Cuairman. On, say, a basis of fair and reasonable competition ? 

Mr. West. They certainly should. I was not here when the tung- 
sten men testified but I can remember going to Washington about 4 or 
5 years ago and spending 6 hours in a hearing on the question of reduc- 
ing duty on tungsten before a committee appointed by the State 
Department. 

After all the tungsten industry representatives had testified, the 
members of the committee, which were three in number, said, “Now, 
there is no need of you fellows going back and worrying whether this 
is going to be reduced or not because we can see right now that there 
should be no reduction in the tariff on tungsten—so you go home and 
just sleep and forget about it.” 

We thanked them very much because we were worried. The price 
of tungsten was around $27 and some of the mills were down. The 
next thing we knew about 60 days later we read in the newspaper that 
President Truman had signed an order reducing the duty on tung- 
sten 25 percent. 

Now, that is about the way the Reciprocal Trade Act has worked 
as far as anything I have had to do with it. You could appear before 
a committee who studied the matter and agreed with you and then 
at the whim of somebody in the State Department, your neck was cut 
right off. 
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The Cuatrman. Well, I think you have made it very plain that Con- 
gress should reassert and reassume its responsibilities. 

Mr. West. Assume? If there is any way I can make it plainer, 
I would like to. 

The Cuarrman. Well, of course, I would like to say that the chair- 
man wants to be neutral in these hearings and hear everyone for the 
benefit of the full committee, but for 7 years we have been debating 
this matter on the Senate floor along that line and in order to reestab- 
lish the confidence of the investors, the explorers, the prospectors, and 
the workingmen of America in their industries, there must be some 
stable principle or policy adopted by Congress—— 

Mr. Wesr (interposing). Must be. 

The CuarrmMan. Do you agree with that? 

Mr. Wesr. Must be; it is absolutely essential. 

The Cuarrman. Would you, then, prepare this written statement 
at your convenience? There is no real rush about it—3 weeks or so, 
and send it to the Senate Office Building in Washington, D. C. 

(This statement was not furnished at the time the hearings were 
printed. When received they will be made a part of the committee 
files. ) 

Mr. West. Thank you, sir; I will be very glad to, and also thank you 
for allowing me to intervene in this matter. 

The Cuarman. Mr. Fay Bristol. 

(Discussion off the record.) 

The Cuarrman. Now, Mr. Bristol, would you identify yourself for 
the record ? 


STATEMENT OF FAY BRISTOL, BRISTOL SILICA CO., GRANTS PASS, 
OREG., SEPTEMBER 23, SEATTLE, WASH. 


Mr. Brisrot. My name is Fay Bristol. I live in Grants Pass, Oreg. 
I operate a small chrome mine and am in a nonmetallic business there. 


RESULT OF REMOVAL OF TARIFF ON CHROME 


Now, my thought on chrome after listening to several of the other 
witnesses here—I think the most important point to bring out is that 
we were more or less self-sufficient on chrome until the chrome tariff 
was removed in 1894, and since then we haven’t had a chrome industry. 
In 1894 the tariff was taken off chrome and the industry died. 

The Cuarrman. What was the percentage of duty, if you know? 

Mr. Bristot. As I remember, chrome was selling for around $12 
to $14 a ton with $4 or $5 a ton duty. It was a 35 to 40 percent duty. 

The Cuarrman. That would have then made up roughly the differ- 
ence between the wage standards of living here and abroad ? 

Mr. Brisro.. Yes. 

Well, since that time the chrome industry—during World War I 
they knew there was some chrome in the West and various alloy com- 
panies rushed out and one of them gobbled most of it up and the 
price soared, but was subject to rapid fluctuations. The mining con- 
sisted of picking up the surplus float and taking it out by pack train. 

There wasn’t any particular mining; there wasn’t any time. The 
price was good, but they didn’t know how long it would last and it 
only lasted a little while. 
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Then in World War II metal reserves initiated a policy of making 
the price firm on chrome ore, good for 6 months at a time. That 6 
months ran from January 1 to July 1 and then along about June 26, 
it was extended for another 6 months. 

The mining season runs from about the middle of May until the 
middle of November so that the miners had 6 months that they didn’t 
know what they were going to do and only twice at the middle did 
they have a chance to mine so that there was no development. 


CURRENT CHROME-MINING CONDITIONS 


About 2 years ago a stockpile was opened in Grants Pass, Oreg., 
where the Government would buy a truckload of chrome ore. You 
would have to deliver a truckload—you can’t deliver a carload, you 
have to deliver them a truckload. Even with this fault this chrome 
program has opened up the chrome mines in the United States for 
the first time in 70 years. 

The Cuarrman. That was special legislation ? 

Mr. Bristou. Yes, sir, this was special legislation. 

It was under DMEA at first, and has since been implemented by 
your bill in the Senate. 

The Cuarrman. Extending the time? 

Mr. Bristot. Extending the time. This program has resulted in a 
good deal of exploration, not on any large scale but a very small scale 
because the program looked like it would be good for only 2 years or 
3 years at a time. At the present time it will expire when 200,000 
tons are brought in, so the miners have the worry of trying to estimate 
when the 200,000-ton limit will be reached. 

The chromite producers had discussed this and had it under dis- 
cussion before we heard of this hearing and had received your tele- 
gram. They were preparing a report on how self-sufficient we might 
become on chrome. 

The stockpile at Grants Pass accepts only metallurgical grade ore. 

The Cuatrman. What is that, 47 percent ? 

Mr. Bristor. The average of the stockpile is about 47.9 percent and 
the chrome-iron ratio is running about 2.8 to 1. 

The CHarrmaNn. Isn’t there a little similarity between manganese 
and chromite in the demand for high grade? That is, you can get 
the lower grade but they demand the high grade? 

Mr. Bristrot. The amazing thing is that the specifications on both 
metals are about the same, 48 percent, 3 to 1 iron ratio. There is more 
low-grade chrome used than there is low-end manganese. 

The refractory consumers use down to as low as 25 percent chrome 
ore. The chemical industry uses low-grade concentrate. The alloy 
industry—part of it, the larger part of it—uses the so-called metal- 
lurgical grade. The chromex process has been able to use much lower 
grade, but I would say that without tariff protection, we have no 
chrome industry; with protection, we may become self-sufficient. 

The Cuarrman. In other words, what you are saying is that even 
with our special legislation extending the buying period 1 year, 2 
years, your investors cannot depend on what Congress might do and 
cannot put in long-range investments to develop the national supply ? 

Mr. Briston, They can always see that precipice ahead and that 
they are just going to fall over if something isn’t done. 
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The Cuarrman. Well,-speaking personally and not as chairman of 
the committee, I was raised in a mining area, and in my opinion the 
only reason that we have any mineral industry now after the abuse it 
has taken for the last 20 years, is because mining is a disease. As long 
as the oldtimers last who have the disease, we will have some kind 
of a mining industry ; but the difficulty now is that we are not develop- 
ing any new talent, the young men are not going into the mining 
business. 

Mr. Bristout. The chrome industry has had to almost entirely train 
new men. As a matter of fact, the Oregon State Department of 
Geology and Mineral Industry assigned two geologists to follow the 
development of mines in Oregon because it came to believe that the 
textbook theory—that you can’t develop a mine out of an isolated 
chromite pod—is probably wrong. 

We now have 2 years of development work. The miners have de- 
veloped ore bodies at three or four hundred feet in depth when, accord- 
ing to all the records, there was no such thing as a chrome mine. 

The CuarrMan. Well, the chrome miners are dying off ? 

Mr. Brisrou. Yes, sir. 

The Cuarrmman. They are running out of chrome miners solely from 
these long-range policies ? 

Mr. Bristot. We most certainly are. 

The Cuatrrman. Well, I wonder—you are, of course, familiar with 
the fact that 20 years ago Congress did turn over to the President of 
the United States, meaning in effect the State Department, its re- 
sponsibility to fix tariff rates. 

What is your opinion of the policy or conditions that would have to 
be established by Congress to again generate enough enthusiasm 
among the investors to create a chrome industry. 


RECOMMENDATIONS FOR FUTURE OF CHROME INDUSTRY 


Mr. Bristou. We need to have a substantial tariff that we know is 
going to be firm, and not subject to a whim of a State Department 
official, that is, you never know what they are going to do until you 
read that they have done it and sometimes you find it out several years 
too late. 

The CHarrman. Isn’t one reason for this that they are dealing 
with foreign nations on the basis of international affairs and when 
they trade an industry or part of an industry to another nation for 
some real or fancied advantage in another field, they do not consider 
the welfare of our industry in America as a paramount issue? 

Mr. Bristot. They most certainly do not. 

The Cuarrman. Then if you would prepare at your convenience a 
brief or statement on the industry that would supplement your testi- 
mony and submit it to us in the reasonably near future—you can send 
it to the chairman, Senate Office Building, Washington, D. C., and we 
would appreciate that very much. 
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FURTHER STATEMENT OF FAY I. BRISTOL, PRESIDENT, OREGON 
MINING ASSOCIATION, OCTOBER 22, 1953, WASHINGTON, D. C. 


Senator Matoneg. Mr. Bristol, will you identify yourself for the 
record ? 

Mr. Bristot. My name is Fay I. Bristol. I am a producer of non- 
metallic minerals, doing business as the Bristol Silica Co. I am also 
president of the Oregon Mining Association. I have been an adviser 
to the National Minerals Advisory Council on chrome, and to the 
Defense Minerals Administration on chrome. I represent most of the 
high-grade chrome miners in the United States. ' 

The Cuamman. Why do you refer to the chrome miners as high- 
grade chrome miners? 

Mr. Bristot. The shippers to the stockpile are the people I repre- 
sent and the grade of chrome that is being delivered there is equal to 
the highest grade of chrome that is being imported into the United 
States. 

The Cuatrman. What is the grade generally produced there for 
the stockpile? 

Mr. Bristou. The last figures I have show that the average grade 
was 48 percent of chromic-oxide with about a 2.79 iron ratio. 

The Cuarrman. Go ahead with your statement. 

Mr. Bristot. My testimony will basically follow the problem of 
availability and accessibility of chromite in the continental United 
States. There are many, many factors that tend to eliminate domestic 
production, which I think can be outlined very clearly. 


HISTORY OF WORLD CHROME PRODUCTION 


First, a short history of worldwide chromite production: From 
1828 to about 1860 practically the entire chromite requirements of the 
world were met by mines in Maryland and Pennsylvania. Around 
1860 production was started in the northern California area, the ore 
being shipped through the Crescent City Harbor, around South Amer- 
ica, to the eastern seaboard where it was consumed. In 1892 the tariff 
was removed from chromite and the operation of the California 
chrome mines ceased. S 

About the turn of the century, the use of chromium in the alloy in- 
dustry was made possible with the electric furnaces for production of 
ferrochrome. One company, Union Carbide & Carbon Cien., entered 
this field with great vigor, and the use of chrome alloys has mounted 
rapidly ever since. 

In order to assure themselves of a supply of chrome ore Union Car- 
bide & Carbon Corp. entered the mining field, and soon were in posi- 
tion where they controlled most of the chrome-ore production. The 
fact that controlling the chrome-ore production and most of the pat- 
ent rights on the production of ferrochrome made them practically 
the only producer for many years. They were very fotek competi- 
tion for anyone trying to enter the same field. It was 1930 before 
any sizable competition entered the field. 

y 1914 consumption of chrome ore in the United States had 
reached 75,000 tons per year. During the First World War con- 
sumption rose to over 150,000 tons per year, of which well over half 
was supplied by domestic production. 

The Cuarrman. 150,000 tons per year; would you care to identify 
the grade to give us an opportunity to judge the amount ? 
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Mr. Brisrot. During the First World War chromite was badly 
needed. Chromite is one of those minerals that the shorter the supply 
the lower the grade is accepted. 

In other words, if supply is full and they have lots of it, the con- 
sumers specify metallurgical ore to be 50 percent chrome with a 3 to 1 
iron ratio. If chrome is in short supply, acceptable metallurgical 
grade might be 44 percent with a 2 to 1 ratio. 

The Cuarrman. But this 150,000 tons was of some certain grade 
like 44 percent or 47 percent? 

Mr. Brisro.. I would say that the grade of ore at that time when 
they had to have it, probably averaged 41 or 42 percent. 

The CHarrman. Continue, please. 


CHROMITE PRODUCTION AND CONSUMPTION 


Mr. Bristrou. By 1940 United States consumption had reached one- 
half million tons per year. The peak consumption during the Second 
World War was during 1943, at which time it reached 964,000 tons. 
Consumption dropped back after the war to about 500,000 tons per 
year. 

For the first 6 months of 1953 we consumed 711,000 tons, of which 
404,000 was for metallurgical use; 230,000 for refractory use; and 
78,000 chemical use—1943 was the highest domestic production ever 
reached, when 160,000 tons of chromite was shipped from the mines 
of the United States. In 1950 this had dropped to 404 tons. 

Deposits at Turkey, South Africa, and the Philippines are larger 
than those of the continental United States. They have much lower 
mining costs due to the fact that daily wages range from 35 cents 
per day up to nearly $1 a day, with an average well below $1 a day for 
zood labor. Most of the consumption is on the east coast of the 
United States, and water transportation makes a total transportation 
cost from these points less than it would be from the California- 
Oregon area. 

So the only time we have had chrome-ore production in the United 
States has been during times of emergency. The First World War, 
and the Second World War showed a frenzy of activity with a com- 
plete elimination of the market on a day’s notice. Many of the 
miners that produced chrome ore in the First World War were gen- 
erally still available for the Second World War, but they are now gone. 

In fact when the Government opened the ore purchasing depot at 
Grants Pass, Oreg., it was found that the mineral policies of the last 
10 years had practically removed all experienced miners from the 
Pacific coast. Of the mines running in 1940 over 95 percent of those 
in Oregon had ceased operation in 1950, and over 85 percent in Cali- 
fornia had ceased operation. This meant that when the chrome ore 
depot was opened at Grants Pass it not only required the training of 
people in the mining of chrome, but also meant that there was practi- 
cally no skilled mining help available. Production of metallurgical 
grade chromite being Selivetaa to the Grants Pass depot is now reach- 
ing close to 1,000 tons per week. This is small in comparison to our 
imports of nearly 2,000 tons per day, but very large when considering 
what little was known of the chromite on the Pacific coast. 
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The Grants Pass depot, which pays a base price of $115 per ton, was 
set up with the idea of developing prospects into very small mines. 
The limit of 2,000 tons per year per mine was first placed on produc- 
tion. This was later raised to 5,000 tons per raine per year, and in the 
spring of this year the limit was completely removed. 

Very few new people are entering the chrome picture due to the 
fact that there is an overall limit of 200,000 tons production, and that 
now with a little experience the present producers will soon fill the 
quota. There are several large operations that have been contem- 
plated, that will require considerable development work and exten- 
sive equipment that were dropped when it appeared that the quota 
would be filled before the larger operations reached full production. 

The Carman. Let me ask you at this point, Mr. Bristol, if this 
quota is the same purchase program we extended this year through ac- 
tion of Congress ? 


NEED FOR DEFINITE LONG-RANGE POLICY FOR CHROME-MINING INDUSTRY 


Mr. Brisrou. It is the same program that was extended this year 
Since the last time I was here I have looked over two properties. One 
would be a sink-float operation with a mill to clean up the sink-float 
product. Although this would have produced a large quantity of 
chromite we could not figure how we could get this into operation in 
time enough to get any amount of that 200,000-ton quota and get our 
money back. 

The Cuarrman. Then what you are telling the committee is that in 
order to produce chromite ore in this country you need a long-range 
principle laid down like every other mining operation, as a matter of 
fact any other production industry. 

Mr. Bristow. It is very definitely needed. 

The CHarrman. Even the oil and petroleum industry is in the same 
category. 

Mr. Brisror. Anybody that is in industry in this country and pay- 
ing the wages, with the living standards of this country, needs it. 

The Cuatrman. If they are subject to foreign low-rate nations. 

Mr. Brisrox. That is right. 

The Cuatrman. Go ahead. 

Mr. Brisrou. The possibilities of Montana are well known. A 
1,000-ton mill has been installed and is in operation, producing a high 
iron content, low-grade concentrates. Montana could go a long ways 
in filling the needs for chemical and refractory chrome, and in the 
manufacture of Chrome-X which is an excellent substitute for ferro 
chrome. The Oregon-California deposits can produce metallurgical 
grade chorme in substantial quantities, if the producers are assured 
of a long-term market. 

The C HAIRMAN. During your testimony, if you will, briefly define 
the uses of metallurgical grade, refractory and chemical grades ? 


USES OF METALLURGICAL REFRACTORY AND CHEMICAL GRADES OF CHROME 


Mr. Bristov. Metallurgical ore is a grade of ore that will work 
satisfactorily in an electrical furnace for the production of ferro- 
chrome. The base grade is 48 percent, 3 to 1 iron ratio chrome. Few 
plants are using that grade right now. They are using lower grades 
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than that. The grade of ore materially affects the productive capacity 
of the furnace, so the better the grade of the ore, the less electricity and 
higher productive capacity the Resccheons plant has. 

In the chemical grade, the iron ratio does not make too much dif- 
ference but they like nice, clean ore of a high chromic oxide content 
that is readily soluble chemically. Different chemical industries ask 
for different grades. It varies considerably. 

The refractory grade chromite is mixed with alumina and magnesia. 
If the ore contains the right proportion of chromite, alumina, and 
magnesia, then the manufacturers can practically make the refractory 
brick directly from the ore. So they ask for a range of alumina, 
magnesia, chrome, and iron that fits the particular brick they are trying 
tomake. Thus, each company might ask for a different type of ore. 

The Cuairman. That is a very clear definition of the three grades. 

Are you familiar with a stainless steel manufacturer, the Rustless 
Iron & Steel Corp. of Baltimore, that I was informed did, and still 
are able to, use low-grade chromite ore direct into the furnace instead 
of going through the ferrochrome process ? 

Mr. Bristot, I am familiar with them. I knew several of the 
former officers of the company and they are still my friends. They 
were able to buy what you would call distress cargo. In other words, 
when you ship 5,000 or 10,000 tons of chromite to the United States 
that did not quite meet the specifications, the buyer would say “I don’t 
want it,” figuring he would knock the price down. Rustless was able 
to pick up a lot of chrome ore at a nice price because they could use 
off-grade chromite in their process without any particular extra cost. 

The Cuarrman. They did. use as low as 30 and 35 percent ore? 

Mr. Bristow. Yes. 

The Cuatrman. And the iron content made little difference ? 

Mr. Brisrou. That is right. Stainless steel was smelted directly 
from the chrome ore. 

The CuarmrMan. That would create a demand perhaps for the lower 
grade ores that are more extensive in this country, would it not? 

Mr. Bristot. Yes. But there is no particular need to go to lower 
grade ores. We can produce higher grade ores. 

The Cnatrman. Go right ahead. Your testimony is very 
interesting. 


DOMESTIC PRODUCTION COSTS DOUBLE THOSE OF FOREIGN PRODUCERS 


Mr. Bristox. The cost of producing chromite in the United States 
is approximately double that of foreign production. The single fac- 
tor of the very low wage scales paid in the foreign mines accounts for 
this. 

The reasons we have no production of chromite in peacetime are 
as follows: 

1. Tariffs were removed. 

2. Lower labor costs in the distant foreign lands. 

8. Production under control for many years by one company. 

I will interpose and say that got the people in a bad buying habit. 
A ferroalloy plant or a refractory brick plant needs a source of supply. 
They got in the habit of buying shiploads of five to twelve thousand 
tons at a time of a specific grade they could use all year. A small 
miner cannot accumulate that amount of chrome before he sells some. 
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That is, at the present prices of foreign ores, a quarter to a half million 
dollars worth of ore. A small miner could not go out and start 
up an operation and accumulate that volume. So he was just out of 
business. 

During this last emergency—this is the fourth reason—more atten- 
tion and more funds were given to the foreign sources under more 
favorable terms. 

The Cuatrrman. You mean to say that they gave them a greater 
unit price ? 

Mr. Brristot. No; they did not give them a greater unit price. 
They gave them a higher price in comparison to our price and our 
costs. They gave them much longer contracts. They also gave them 
things like a harbor and a railroad. It was a gift so they could 
operate more easily. 

The Cuarrman. Was there any reason expressed for this generosity ? 

Mr. Bristot. We needed to help them and we would probably get 
some more chrome if we gave them the harbor and railroad. 

The Cuatrman. Was it done under any belief that the chromite was 
not available in this country if the same inducements were held up— 
long-range contracts ¢ 


CHROMITE PROSPECTING FRAGMENTARY 


Mr. Brisrot. The reports of the United States Geological Survey 
and the Bureau of Mines and the people that have investigated 
chromite in this country have been very fragmentary. When you 
have nobody working at an industry and practically everybody dead 
that ever did work at it, there is very little information available. 

The CHarrman. They are not all dead that knew about these 
deposits in the beginning, are they ? 

r. Bristot. Most of them. Chrome prospecting was done back 
in 1860, 1870, and 1880. 

The Cuairman. I am talking of more recent dates. 

Mr. Brisrot. You mean the last World War? 

The Cuarrman. During the First and Second World Wars. 

Mr. Bristot. In the Second World War the program was set up 
on a 6-month basis. It ran from January 1 to the end of June 
and then from July 1 to January 1. These were the periods in which 
the Government would buy chrome. 

People got in it and got out. They did that twice a year; there 
was no development work. This miner would go up to an old pros- 
pect and there would be nothing showing. A piece of chromite float 
the size of this ash tray is worth 10 or 15 cents and they would all be 
picked up. You could go up to an old mine prospect and have a hard 
time finding even little pieces. There was no particular evidence of 
chrome anyplace. A few of the milling properties were operated 
during the last war, but there were few attempts to get a milling 
property started. There was not time to do it. 

The Cuarmman. Go ahead. 

Mr. Brisrou. The fifth reason I think is very important. I know 
in my own small business it figures out thisway: The taxes on 
domestic production at present equal nearly one-third of the selling 
prices. 

39888—54—pt. 10-16 
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The CHatrman. That is an amazing statement. How does that 
figure out? 

Mr. Bristot. You pay taxes on your employee wages; further it is 
conceded that the Federal tax now amounts to 27 percent of our 
total income and our local taxes amount to another 10. There is your 
third right there. 

The CuatrmMan. Go ahead. 

Mr. Brisrot. With communism still threatening the persons living 
in the free world the availability of supplies in the time of all-out 
emergencies is of the utmost importance. The United States Govern- 
ment now has contracts for the production of strategic materials from 
approximately the 38th parallel in Korea to the back country of India. 
We know that the Navy has been given the role of protecting these 
shipping lanes in time of emergency and that their planning has had 
to include the construction and maintenance of vessels to do this. We 
know that during the Second World War 85 percent of our ore-carry- 
ing fleet was sunk by enemy submarines. 

So when we measure the cost of producing our strategic minerals 
domestically we could subtract the cost of a large portion of our Navy. 
This raises our cost of foreign sources to fautastic figures. As you 
gentlemen well know, some of our minerals were flown by air from 
the interior of China during the last war. 

If our strategic and critical minerals are produced domestically our 
Navy could be free to fight the enemy instead of convoying such min- 
erals as chrome, manganese, and tungsten, and at the same time 
increase our chances of successfully carrying on a shooting war. 


PRESENT STATUS OF DOMESTIC CHROMITE PRODUCTION 


The Grants Pass buying depot has given enough impetus to prove 
that metallurgical grade chromite can be produced in appreciable 
quantities in the United States even though the buying depot buys in 
truckload lots only, and has had a limit on production per mine for 
most of its life. Since the opening of the Grants Pass buying depot 
less than 10 percent of the known chrome occurrences have been pros- 
pected or developed. With a sustained program where a price guar- 
aunty is assured for a period of 10 years, production can be greatly 
increased. 

I would say it can reach the point where we would be safe. 

The Cuarrman. How wall you define it as being safe? Ample 
stockpile ? 

Mr. Brisrox. I think that a going mining industry is far more im- 
portant than a stockpile. 

The Cuarrman. | agree with that statement. 

Mr. Bristrot. Many have made it during these hearings. 

In peacetime we use a great deal of stainless steel in buildings and 
so forth. Our bare needs for defense and essential civilian use can 
be met in this country. It would probably be half of our present 
consumption. 

The CruarrmMan. How near self-sufficient could you become in the 
production of chromite in this country over a long range of years if a 
definite long-range principle were laid down by Congress and it re- 
asserted its authority under the Constitution of the United States to 
regulate foreign trade? 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 227 


Mr. Brisrou. If we had that type of protection I would say that we 
would arrive at 50 or 60 percent of our needs. 

The Cuarrman. Asa going concern mining industry ? 

Mr. Brisrou. Yes. 

The Citarrman. Over the foreseeable future ? 

Mr. Bristou. That is right. 

The CHarrmMan. We could in that event, then, during peacetime 
have any stockpile that we wanted? 

Mr. Bristou.. That is right. 

One substantial domestic contract has been given a Montana chrome 
producer with the Government guaranteeing to buy his chromite for 
9 years at a very slightly higher price than the delivered price at 
Grants Pass. This grade of chromite would not pass the specification 
at Grants Pass, which was basic ally set up to receive only metallurgi- 
cal-grade chrome. 

That m: ly come as a surprise because you hear of a figure of $115 a 
ton in Grants Pass, but $38 in Montana. There are penalties and 
premiums at the Grants Pass stockpile which are based on a long ton. 
The Montana price is based on a short ton and therefore is a few 
cents higher. Of course, the Montana grade is not accepted at Grants 
Pass. 


TARIFF AND SUBSIDY NEEDED TO ESTABLISH A GOING CONCERN INDUSTRY 
IN CHROMITE 


A substantial tariff, or subsidy, will give the United States a going 
and continuing chrome-mining ‘industry. I will say for a few years 
we will need a Y subsidy and after that we could go on with a tariff. 

The Cuamman. You are talking about a tariff under the tariff laws 
as they now exist. If the responsibility reverted to that organiza- 
tion through Congress declining to extend any further the 1934 Trade 
Agreement Act which expires June 1954, then, under the existing laws 
they could determine the tariff on the basis of fair and reasonable 
competition with foreign nations; that is regulation of foreign com- 
merce. Do you mean you would have to have a substantially higher 
price or differential between the wage standard of living between here 
and abroad ¢ 

Mr. Bristro.t. No. Not if you consider the real difference in the 
standard of living. 

The CuarrMan. That is substantially what the Tariff Act says now. 
It does not say it shall be based on fair and reasonable competition. 
It says they shall consider the difference in the cost of production 
taking all these factors into consideration which the Tariff Commis- 
sion is equipped to do, as you well know, and would be doing on a 
principle and under no instructions from anyone. 

If you had that kind of a tariff, not a high tariff or low tariff, but 
one representing that differential of the cost of production based on 
fair and reasonable competition, you would not then, I understand, 
need a subsidy as such? 

Mr. Brisrot. No; we would not. 

The Cuareman. A long-range policy established by Congress so 
that private industry or private money would then be invested in 
these prospects that might take 5, 6, 7, 8, or 10 years to bring into 
production ? 
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VAST AREAS YET TO BE EXPLORED 


Mr. Brisro.. That is right. If you had time you could doit. Vast 
areas are still unexplored. 

To best illustrate this, in the northern California and southern 
Oregon chromite area there have been 15 airplanes lost in the last 10 
years that have not been found. This is a good illustration of the 
remoteness of the country. The rewards offered for these planes run 
from two to twenty thousand dollars. 

The CuarrMan. You do not agree with the Ickes philosophy estab- 
lished over the last 20 years, that all the ore and metals that outcrop 
on the surface have been discovered ? 

Mr. Brisrov. No; the silica deposit that I am operating was very 
obviously outcropped, but nobody found it until I came along 15 
years ago. 

The Cuarrman. I think there are a good deal of areas that have not 
been explored. 

Mr. Bristou. I think most of it has not. 

The CuatrmMan. Would you say 10 percent has? 

Mr. Bristout. Not systematically. 

I strongly recommend that some form of protection be given the 
American producers of strategic and critical minerals so that in case 
of all-out emergency we will have a good, strong, domestic mining 
industry. 

The Carman. You heard the testimony of the Secretary of the 
Interior and the Assistant Secretary of the Interior, Mr. Wormser 

Mr. Bristow. Yes. 

The Cuarrman. The Secretary of the Interior testified, I believe, 
that he believed every encouragement should be given the domestic 
industry. Mr. Felix Wormser, Assistant Secretary of the Interior 
in charge of the Bureau of Mines work of the Department, testified 
that there were three methods that might be used to stabilize American 
mining industry. 

One would be a direct subsidy such as you have mentioned as an 
alternative; one would be quotas limiting the imports; and one would 
be a tariff of a flexible nature. 

He further testified that he did not like a subsidy or quotas. Do you 
agree with that statement ? 

Mr. Bristou. I agree with that. I have been very interested in this 
chrome mining. When I first came to Washington on it and acted as 
an adviser on it I had no interest in a chromite mine, but I sold some 
other people on chromite mining and did such a good job I sold 
myself. 

When there is a Government subsidy you spend about half your 
time worrying about the subsidy and coming to Washington and 
keeping track of it and the other half of the time mining. 

The Cuatmrman. And keeping track of the Bureau officials that de- 
cide when and how you shall receive it. 

Mr. Bristot. That is right. 

The Cuatrman. And oftentimes the Bureau official has very little 
personal firsthand knowledge of the conditions under which the ore 
or the mineral has to be produced. 
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Mr. Bristou. Very, very true. A lot of them have no conception of 
an area. 

The Cuarrman. Weare very glad to have had you here, Mr. Bristol, 
and if you have any further suggestions or material for the committee, 
will you submit it ? 

Mr. Bristow. I will be glad to. 

The Cuatrman. Thank you. 

Mr. Bristou. Thank you, sir. 

The Cuarrman. Now, Mr. Hall, do you have any se { mepeeacce in- 
formation or would you care to just participate brieflly ¢ 


STATEMENT OF DURAND A. HALL, CASTRO MINING CO., CONSULTING 
MINING GEOLOGIST, SAN FRANCISCO, SEPTEMBER 23, 1953, 
SEATTLE, WASH. 


Mr. Hatt. My name is Durand Hall, consulting mining geologist, 
San Francisco. I am owner and operator of the Castro Mine at San 
Luis Obispo, which is again in production. 

We produced during World War II from 1941 to 1946. 

Last April I submitted a reasonably long statement as to my opin- 
ion of the chrome situation in California and Oregon and it was made 
a part of the record of the Small Business hearings at that time. I 
certainly would like to supplement it somewhat, if I may be allowed 
to do so, by further statement. 

The CHarrmMan. Would you complete your entire statement for the 
benefit of this record? This is a new record being prepared for the 
benefit of the committee created by Senate Resolution 143 to determine 
the availability of various materials in the United States in wartime 
and for our expanding economy and security. 

If you would do that and round out your statement, we would ap- 
preciate it. 


CLOSED MINES RESULT IN LOSS OF COMMODITIES AND RESERVES 


Mr. Hatz. I would like to add my statement to the effect that in 
the mining industry—certainly we have had the statement made to the 
effect that it doesn’t jump into production at the sound of a bugle 
call—I think we are all familiar with that; but closed down mines, I 
don’t think this has been brought out sufficiently, are lost resources 
very frequently. Not only do you lose production, but you lose the 
commodities themselves, sometimes finally, by the fact that you don’t 
go back and get them because the open cut workings have caved, 
marginal grades of material are lost and you take a real loss, not 
just a loss of time and money—you take a loss of actual reserve. 

The CHarrman. Certain reserves are actually lost to us? 

Mr. Hatt. Yes, sir, that is correct. I thought that I might bring 
that point out. 


DEGREE OF SELF-SUFFICIENCY IN CHROMITE 


Of course, with respect to the chromite industry, it differs from 
manganese and tungsten since it has only been since August 7 that 
any reasonably prudent investor should have gone into chrome-mining 
business in the concentration of chrome ores that didn’t have high 
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grade, which this country, if it is going to be self-sufficient, is only 
going to be self-sufficient from low-grade ores that can be concen- 
trated and used. 

Up to that time, August 7, there was no policy that made a prudent 
investor who wasn’t perhaps a lucky one, who didn’t perhaps fall heir 
to a property that no notice should have been put on in the first place, 
but a prudent investor with a long-range policy couldn’t have thought 


of going into the chrome-mining business before, until after August 
7, 1953. 

The CuHarrman. I will just ask you one further question: If you 
agree with the chairman, it is obvious that no prudent investor except 
an inveterate miner would have put any money in the mining busi- 
ness for the last 20 years on a long-range basis ? 

Mr. Hatt. It is hard for an imprudent person to answer that ques- 
tion. I have been doing it for a long time and I don’t know whether 
I should put myself into that class. 

The Cuarrman. You think that you still have the fever ¢ 

Mr. Hau. I am afraid so, sir. 

The Cuatrrman, Then do you think that Congress should take back 
their authority and lay down a long-range policy and adhere to it? 

Mr. Hatz. I am sure of it, Senator. Without it, certainly the 
chrome industry will expire, no doubt about that. 

(Mr. Hall’s prepared statement follows :) 


STATEMENT OF DuRAND A. HALL ON DoMESTIC CHROMITE PRODUCTION AND 
GOVERNMENT PoLicy 


This statement is concerned primarily with the best method of developing 
and producing a substantial amount of chromite in this country if and when 
it is required. Government policymakers under the previous administration 
publicly announced, as far back as 1951, the Government’s intention to encourage 
the production of domestic chromite as a critical defense measure. This pro- 
gram has, with a single exception, failed. It has failed because a preponderance 
of Government policymakers have failed to recognize, first, that there is a 
broad distinction between mineral reserves and mineral resources and, second, 
that domestic chromite resources are of concentrating ores, not so-called lump 
or shipping grade ores. A realistic appraisal of the present domestic chromite 
situation must therefore be based upon these two primary considerations in 
order to afford Government policymakers a background against which to esti- 
mate the potential of domestic chromite, should such be required either for a 
defense or war program. 

A review of recent Government efforts to encourage production of domestic 
chromite is essential to an understanding of the situation. In early 1951 Gen- 
eral Services Administration announced the establishment under an act of 
Congress (Public Law 520) of a Government stockpile for chromite ore and 
concentrates at Grants Pass, Oreg. The program established a base price for 
ore or concentrates f.o.b. the stockpile with premiums and penalties for mate- 
rial above or below 48 percent Cr.O; and a 8 to 1 Cr to Fe ratio; the duration 
of the program was originally until June 30, 1955 (with a possible 6 months 
earlier termination by announcement by the Administrator prior to January 1, 
1954), or the delivery to the stockpile of 200,000 long tons, whichever was the 
earlier. The minimum acceptable grade for ore or concentrates is 42 percent 
Cr.0;, and the minimum acceptable chrome to iron ratio is 2 to 1. The origi- 
nal regulation stipulated that not more than 2,000 long tons per annum wonld 
be accepted from a single property “without the approval of the Administrator.” 
In April 1952 this annual quota was increased to 5,000 tons. Until April 195: 
applications for larger amounts were consistently denied by the Administrator. 
In April 1953 General Services announced the removal of individual quotas and 
likewise that the program would definitely extend until June 30, 1955, unless 
200,000 tons were received by the stockpile prior to that date. In August 1953 
a bill was passed extending the present stockpile purchase program until July 
1, 1957. 
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As early as February of 1952 DMPA announced unofficially that individual 
contracts would be considered for chrome ore or concentrates outside the Grants 
Pass program and for amounts in excess of 5,000 long tons per annum. It 
placed great emphasis on the point that never again would so-called substandard 
ores be accepted. The price to be paid for ore or concentrates under such con- 
tracts would depend upon an analysis by DMPA of the producer’s estimated 
operating costs. Contracts would be granted only after reserves of ore suffi- 
cient to meet the contract were definitely established. Furthermore, a per- 
formance bond on the part of the producer was to be an integral part of each 
contract. It was not, however, until August 29, 1952, that funds were actually 
made available to DMPA for negotiating such contracts. It is understood that 
this program provided for the procurement of a substantial tonnage of chrome 
ore and concentrates (in addition, of course, to the 200,000 tons of the Grants 

ass program) and was for approximately 5 years.” 

There was, however, one notable exception. On April 21, 1952, DAMPA entered 
into a 9-year contract with the American Chrome Co. for the naeeaiiion of the 
Mouat Mine at Stillwater, Mont. (Note the agreement by both parties that 
adequate time was essential to a successful outcome of this mining venture 
and compare with present stockpile program.) This mine, together with an- 
other mine in the same area, had been developed and equipped early in the 
last war by the Government at a cost of some $12 million. Large reserves of 
approximately 20 percent Cr.0; ore with a very low Cr: Fe ratio (about 1.5 to 
1) were fully developed. A 2,000-ton concentrator was constructed and the 
mine fully equipped for underground operations on that scale. Operations were 
conducted by the Anaconda Copper Mining Co. Because of apparently assured 
overseas imports of more acceptable lump ore the Mouat operation was closed 
down in 1943 after a relatively small production. (About 143,000 tons.) It 
was maintained on a standby basis until the war ended, after which, in 1946, 
the entire plant was declared surplus and sold off. (On the basis of about 
1 cent on the dollar—even mine rails and pipes were pulled out and sold at junk 
prices. ) 

The present contract is for 900,000 long tons of concentrates. Production at 
the outset will be at the rate of about 1,000 tons of crude ore per day. The 
minimum grade of acceptable concentrates is 38 percent and the minimum Cr 
to Fe ratio is 1.5 to 1, far below acceptable standards under the Grants Pass 
program. The price to be paid by the Government is approximately equivalent 
to that paid by the Grants Pass schedule when all penalties under this schedule 
are applied; disregarding penalties, however, the price per pound of chromium 
is considerably lower. No performance bond was finally written into the con- 
tract. It is the writer’s understanding, however, that the contract at some 
future date is subject to renegotiation after costs have been established. 

No criticism is offered either of the past Government-financed operation nor of 
the present contract. The Mouat deposit, even though substandard, is the only 
large fully developed reserve of chromite ore in the United States. It may pro- 
duce, if needed, perhaps 15 percent of the annual chromite requirements of this 
country as the present operation can probably be expanded to twice present 
capacity without unduly taxing mine production. It was, in effect, an insurance 
policy taken out by the Government under war conditions when overseas ship- 
ments were being seriously raided by enemy submarine activity. It is today 
a defense measure against the contingency of another war when similar inter- 
ruptions to overseas deliveries might be expected. 

Prior to this time GSA, in 1951, had entered into a contract for 10,000 tons of 
upgraded, briquetted chrome concentrates f. 0. b. San Luis Obispo, Calif., at a 
price two-thirds of the Grants Pass schedule, deliveries to begin in 1952. No 
deliveries have as yet been made under this contract but the producers of con- 
centrates have been permitted to ship untreated concentrates to Grants Pass, 
pending successful outcome of the upgrading process. So far as the writer 
knows, but one chrome contract? has been written by DMPA under the later 
program (August 1952). (The Mouat contract was much earlier.) It is from 


1No public announcement of such a program was made but DMPA wrote the writer on 
September 28 that funds were then available and on October 8 he was notified by telegram 
from the Director of the Negotiations Division suggesting that he [the writer] come to Wash- 
ington on October 20 to “discuss a possible chrome production contract.” As late as 
January 23, 1953, the same division wrote that “our requirements program is sufficiently 
large to accommodate the production indicated by you, provided, etc.’ 

2This was for 13,000 tons of lump ore from Alaska developed during the last war. The 
ore is to be shipped by barge. The base price is $97 f. o. b. shipping point. 
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this fund that DMPA wrote the writer March 11, 1953, “no more funds are 
available to support individual contracts.” 

Why have the Government programs to date failed to substantially increase 
domestic chrome production in California and Oregon? 

The Grants Pass program was deliberafely and avowedly written largely for 
the inducement of the small high-grade chrome producer and for his benefit. 
Its original limitation to 2,000 tons annually from any single property is suffi- 
cient evidence of this fact, as no concentrating property of consequence could 
possibly operate under such limitation, especially under the time limitation of 
the program. The April 1953 ruling to permit unlimited annual tonnage from 
a single property came too late to affect potentially large properties requiring 
extensive development and a large mill as no extension of time was made. It 
was not, therefore, until August 1953, when the stockpile program was extended 
by legislation until July 1, 1957, that any prudent operator (without a contract) 
would have been justified in even considering large-scale development of a 
concentrating chrome deposit. Even now the time is far too short to be en- 
couraging. Furthermore, the stockpile is located as nearly as possible to the 
center of the high-grade chrome-producing area, and away from larger known 
low-grade resources, thus increasing transportation costs. A careful appraisal 
of the information available from Government and other sources would have 
shown that.the potential of acceptable grade lump ore in this country is so small 
that it could have no material effect on a defense or war program. Both the 
United States Bureau of Mines and Geological Survey will support this opinion. 
If this was not clearly evident before, it certainly must be now after 2 wasted 
years of the Grants Pass program. During World War II, two concentrating 
plants in California, starting from scratch, produced nearly as much chrome as 
all the high-grade deposits in California and Oregon combined. Even under 
recent limitations of the Grants Pass program present deliveries of concentrates 
to the stockpile largely exceed those of lump ore. 

It may be affirmed, therefore, that only a long-range program to encourage 
the development and exploration of concentrating ore resources has a reasonable 
chance to materially increase the domestic chrome supply. Such a program if 
successful would result in a domestic industry “in being” capable of expansion 
when needed because plants would be already built, roads constructed, and re- 
serves developed. No such dependence in emergency can be placed upon the 
small high-grade shipper no matter what price the Government offers for ore. 
Furthermore, reserves of shipping-grade lump ore cannot, from the nature of ore 
occurrence, be developed against future emergency. 

The time limitation of the Grants Pass program plus the unnecessary trans- 
portation costs from mines to stockpile are the principle deterrents to the 
development and exploitation of a concentrating chrome industry in California 
and other’Western States. The 5,000-ton annual limitation was, of course, an 
added deterrent for certain low-grade properties of potentially greater size 
requiring large capital investment and small return per ton of ore handled. 
The Grants Pass price schedule in itself is sufficiently high and for reasons 
which will be discussed later might even be lowered with respect to premiums. 
It is obvious that no competent mining interests would undertake the exploration 
and development of a property and the subsequent building of roads and con- 
struction of concentrating plants within the time limitations of the Grants Pass 
program which until recently might be terminated by the end of 1954. No 
enterprise of any consequence could return the capital investment and make a 
profit in this period especially with an output limited to 5,000 tens of concen- 
trates per year. Had the program as it stands now been announced when the 
stockpile was established in 1951 a quite different production picture would be 
presented today. It is a case of “the pardon came too late.” Nearly 3 years 
have been wasted. 

The announced purpose of the DMPA program of midsummer 1952 (now 
inoperative because “funds are no longer available for individual chrome con- 
tracts”) was to take care of the larger producers. The procedure adopted was 
as follows: Contract proposals for chrome were submitted for consideration 
to the Ferro-Alloys Branch of DMPA on Form MG-—106, each proposal was to be 
accompanied by full data on the property, including cost estimates, reserves, 
ete., submitted on General Information Technical Data Form M-—100. After 
approval by the Ferro-Alloys Branch of DMPA, contract proposals were referred 
to the Negotiating Division Committee of DMPA. All contracts for chrome ore 
or concentrates were to be negotiated on the basis of firm commitments as to 
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production by the contractors, the price to be established by an analysis of cost 
estimates. Performance bonds were required. 

The above method might appear equitable from a legalistic, but it fails com- 
pletely from a mining, standpoint and, for reasons which will be late explained, 
show no realistic understanding of the chromite mining situation. One typical 
example should illustrate this: 

A California mine with which the writer is familiar produced some 27,000 
jong tons of concentrates during World War II from approximately 88,000 short 
tons of ore. Production was sold under contract to Metals Reserve Company, 
a Government corporation. Under such contracts, incidentally, no firm commit- 
ment based upon proved ore reserves were required nor was a performance bond 
demanded. A firm price was set by Metals Reserve Company and announced. 
Contracts called for a specified tonnage, deliveries to begin on or before a given 
date and be completed before a specified date. The only penalty for nonper- 
formance was cancellation of contract at the discretion of Metals Reserve Com- 
pany. The merits of the property and the financial status of those financing it 
were, of course, investigated and approved before contracts were let. A simple, 
workable program resulted which encouraged development of chromite resources 
without demanding performance bonds against proved reserves. 

When the end of the war terminated contracts, this mine had approximately 
12,000 tons of proved reserves. In other words, the property starting from 
scratch had developed and mined approximately 100,000 short tons of over 20 
percent chromite ore. The 120-ton mill was dismantled and sold when contracts 
ended in 1945. In 1952, when the defense program was instituted, it would seem 
reasonable that a mine with this production record might be eligible for a 
contract. Such a contract, however, would have to envisage sufficient time to 
develop enough more ore (in other words, the mine’s resources) to warrant 
construction of a new mill and thereafter, if development proved successful, 
time to construct such a mill. It seems obvious that the first essential to a 
contract to cover such a program would be a firm price and inasmuch as the 
yovernment was the only market for domestic concentrates, such a price must be 
established by it. 

Under the chrome program of August 1952, as interpreted by the Director of 
the Contract Negotiations Committee, a lawyer, “any contract conteniplates 
firm agreements to deliver the material contracted for and no price will be 
negotiated unless such commitments are made, and proven ore sufficient to cover 
the contract is established.” In other words, the producer was asked to spend 
his money or borrowed money to develop sufficient reserves to fulfill a contract 
without knowing in advance what price he would receive for his product or 
whether he would even get a contract, or for how long. Without such knowledge 
he had, of course, no idea what tonnage and of what grade ore (and consequently 
what size mill) he must have. 

As a way out of such a dilemma it was suggested by the Contract Negotiations 
Division that exploration funds be borrowed from DMEA (Defense Materials 
Exploration Agency) to prove reserves sufficient to justify firm commitments. 
In other words, one Government department suggested that another Government 
department risk the taxpayer’s, as well as the individual’s, money to develop a 
commodity for which no price has been established by the only possible pur- 
chaser, i. e., the Government itself, and for which no assurance was given that 
a contract could or would be written. 

The fallacy, not to say absurdity, of such a policy is made obvious by noting 
the results had the above advice been followed. Suppose $25,000 to develop 
chromite ore reserves had been borrowed from DMEA and this, together with 
$25,000 of the owners’ money had, by the 1st of March 1953, developed sufficient 
reserves to justify commitments for a contract and that application for such a 
contract had thereupon been filed. On March 11 the Director of Contract Nego- 
tiations Division of DMPA announced that “funds are no longer available to this 
Agency to support individual contracts for chrome and we would not be able 
to enter any arrangements [with you] beyond that which now exists through 
your participation in the Grants Pass Program.”* Both the owner and the 
taxpayers would have been stuck. At that time the Grants Pass program 
could have ended on December 30, 1954. 

Such an unrealistic approach to the problems of the domestic chrome industry 
is largely responsible for the increasing opinion both within and outside the 


%Letter to the writer from John G. Ford, Director, Contract Negotiations Division, 
DMPA. 
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Government that this country is incapable of meeting a fair portion of its chrome 
requirements in time of emergency. In the writer’s opinion this is not the case, 
It is his firm conviction that with realistic Government encouragement, Cali- 
fornia and Oregon could produce at least 10 percent of this country’s annual 
chrome requirements and maintain this production for a period of years at a 
price for chrome concentrates no higher per unit than that established by the 9 
year Mouat contract, and for a more acceptable metallurgical product. Such 
production could be established by private industry within 2 years if given long- 
range Government support. A special survey of the situation in the field by 
qualified mining representatives of the Government would support this opinion, 
Such a survey might well be justified before any long-range Government policy 
with respect to chrome is embarked upon. 

Some hundreds of occurrences of concentrating chromote ore are known in 
California and Oregon. Many of these, of course, will prove to be too small in 
themselves to support profitable milling operations. In certain districts, how- 
ever, a centrally located concentrator would provide an outlet for considerable 
custom ore from smaller mines. Potentially larger deposits of which there are 
several are for the most part undeveloped for the lack of a long-range Govern- 
ment program which would allow time for exploration, development, road con- 
struction, and mill construction. It is right here that the distinction arises be- 
tween resources and reserves. It is the writer’s opinion after visiting most of 
the chrome-producing districts of the West that these resources, though as yet 
undeveloped, in the strict mining sense of the war, are considerable and could 
produce, when developed, at least 10 percent, possibly 20 percent, of this coun- 
try’s annual metallurgical chrome requirements at a price certainly no higher 
per unit of chrome than is paid at present. One more observation should be 
made. With the exception of the Castro Mill at San Luis Obispo and the Rust- 
less Iron Co.’s mill near Willows, Calif., both of which were dismantled after 
the last war, no thoroughly modern chrome mills have been built on the west 
coast. Present plants are, with few exceptions, unsuited to economical, efficient 
chrome concentration; recoveries as a whole range from 50 to 65 percent and 
in most cases are not known. Chrome concentration in a well designed and 
operated plant should average not less than 85 percent and recoveries of 90 
percent or more are well within reason, 

Aside from the Mouat contract, Government efforts to bring out domestic 
chromite production have thus far failed of accomplishing any production of 
consequence. At the moment, of course, there is no program beyond that of 
the Grants Pass stockpile. What future policy might succeed? 

Before discussing this subject the writer disclaims sponsorship of any Govern- 
ment “spoon feeding” program for the mining industry except in times of emer- 
gency and for critical defense materials of which this country is in very short 
supply. Subsidies, in the writer's opinion, lead unavoidably to regimentation 
the results of which have become all too apparent in recent years. 

A Government “open” carload lot purchase program similar to that for tung- 
sten and manganese but of longer duration has been proposed. In the case 
of tungsten this program which is also for less than railroad carlots has within 
2 years brought a flood of concentrates from large and small producers. In the 
case of manganese it has not proved so successful largely because there is little 
manganese ore of acceptable grade available and manganese ores are not as 
amenable to concentration as are those of tungsten and chromite. The writer 
does not claim that such a program would prove as successful for chromite as 
it has for tungsten. There are important differences between the two products. 
Manufacturers of ferrochrome do not like concentrates when they can obtain 
lump ore; there is apparently a less critical shortage of lump chrome from 
foreign sources than there is of tungsten; deposits of concentrating chromite 
ore are not as widely distributed and as well known as are those of tungsten; 
chromite concentration is frequently a simpler and less expensive process but 
the ratio of concentrates to ore is far greater for chrome and larger tonnages 
are involved. It is, nevertheless, the writer’s opinion that a similar “open” car- 
lot program for chrome concentrates would within 2 or 3 years demonstrate 
the potential for such ores in California and the rest of the Pacific coast and 
at no greater cost to the Government except for chrome delivered. Inspection 
service is already set up under GSA. Such a program, however, should not 
limit production from a single property to 5,000 tons per 12-month period without 
provision for contracts for larger amounts if apparent reserves justified. 
This is obviously too small a quota for many milling operations. On an annual 
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basis it would mean about a 50-ton-of-ore-per-day operation. There would be 
little inducement to explore for and develop larger tonnages and costs for such 
limited, intermittent operations would be high. 10,000 tons would be a more 
realistic limitation and even this might prove too small for lower grade ores, 
10-12 percent or less. The price schedule for such “open” car shipments would 
have to be about that of Grants Pass, at least at the outset. The Mouat con- 
tract price is less per pound of chromium but approximately the same by Grants 
*ass standards, and this is for a very large tonnage of ore already developed at 
Government expense and the contract is for 9 years. It is hardly to be ex- 
pected that smaller (and therefore higher cost) undeveloped properties would 
be encouraged by a lower price and for a shorter period. 

As an alternative program or one supplemental to the above, the writer would 
favor a Government program for long-term individual production contracts, 
provided it fills certain requirements. These are: 

(a) Prompt decisive administration without redtape and multiple signatures. 
In this respect, the Metals Reserve Company program during the war was a 
model for prompt action and efficiency. 

(6b) An established base price for concentrates without respect to cost of 
production, but with certain tonnage limitations for each contract. A rene- 
gotiation clause, after a certain tonnage is produced and sold, would not be ob- 
jectionable. By this time a reasonable estimate of production costs should be 
possible, and capital investment for plant and exploration risks would have been 
in considerable part, at least, covered. 

(e) Established dates for the start and completion of deliveries under contract. 
Failure to perform subject to cancellation of contract but no other penalty. 
No so-called performance bonds. Granting of contracts should be based upon 
full data supplied by the applicant supported, if necessary, by field investiga- 
tion, by a Government agency. The merit of the property itself and the financial 
and operating qualifications of the applicant are proper subjects for investiga- 
tion. 

(d) Government lending agencies should be integrated with Government con- 
tracting agencies. By this is meant that the same Government department or 
departments which are called upon to pass on contract applications should, at 
the same time, pass on the eligibility of the applicant for a development or equip- 
ment loan when and if such is requested. This would save time, duplicated 
effort, and expense both on the part of the Government and the property owner. 
It seems apparent that any applicant for a contract should know to what extent 
he is eligible for a loan should his contract be granted. As it stands now, he 
must first get a contract and thereafter go through protracted negotiations with 
another department to obtain a loan, or vice versa. The time element is im- 
portant and frequently discouraging. Furthermore, as has been pointed out, it 
makes absolutely no sense for one Government department to grant a develop- 
ment loan on a property when there is no assurance that the product, when it 
is developed, can be contracted for to another Government agency (the only 
market), or at what price. It should be noted that chrome differs in this 
respect from minerals such as copper, lead, and zine concentrates for which 
there is always a market. For the Government, therefore, either to lend or 
spend money to develop chromite deposits without an established policy for the 
purchase of chromite when found is simply a waste of taxpayers’ and individ- 
uals’ money. But this is exactly the situation which has prevailed. 

In conclusion, let me summarize the conditions which I believe must be met 
by any realistic Government program for the establishment of a chromite min- 
ing industry capable of material contribution to this country’s chrome supply 
in times of emergency. 

1, (a) An “open” car lot purchase program of sufficient duration to encourage 
private financing for the exploration, development, and exploitation of the con- 
centrating chrome ores resources known to exist, or (0b) individual, long-term 
open contracts. For the latter program a base price for concentrates should 
be established which might be renegotiated up or down after a certain tonnage 
had been delivered. In considering the time factor let me emphasize that the 
Mouat contract is for 9 years despite the fact that the mine is fully developed 
and therefore tonnage established. This points up the need for time when con- 
sidering low-grade operations requiring large capital investment, especially 
when these resources, as in the case in California, are largely undeveloped. 

2. Concurrently with establishment of such a purchase program, a policy of 
Government aid either through loans or Survey and Bureau of Mines assist- 
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ance, or both, for the exploration of new discoveries of promising size and 
grade. Inasmuch as the Government is the only purchaser of domestic chrome. 
either as ore or concentrates, no Government loan or other assistance programs 
should be put into effect before the establishment of an effective Government 
purchase program. 

8. A discussion of tariffs as applied to mineral commodities is beyond the 
scope of this statement. However, any consideration of a protecitve tariff on 
chromite ore and concentrates must take note of the following factors: 

(a) Imports of metallurgical grade chromite are almost solely of high-grade, 
so-called lumpy, ores of which this country’s resources are inconsequential. A 
tariff sufficiently high to protect domestic concentrates which require metallurgi 
cal treatment, would simply mean a far higher price for foreign chromite ores 
which are vitally needed both for national emergency and in normal peace- 
time economy. 

(b) Such high tariff on chromite ores, even assuming it could be quickly 
passed to meet a present emergency would be subject to change on short notice 
because tariffs are subject to the political atmosphere of changing adminis- 
trations. It is this time factor, not simply the price factor, which is essential 
to the establishment of a domestic chromite mining industry. 

(c) Some sort of subsidy, solely for defense purposes, appears to be the quick- 
est and most effective means of encouraging the industry. 

(d@) The present tariff on ferrochrome with no protection whatsoever on 
chromite ore affords no protection to the chrome-mining industry and, to the 
writer, appears wholly unreasonable as well as unrealistic. 

4. The extremely informative article by Mr. H. A. Doerner, metallurgist for 
the Bureau of Mines, which appeared in the Engineering and Mining Journal in 
August 1952‘ describes the excellent results obtained in the smelting of low- 
grade domestic chrome concentrates, The article pointed out a fact which many 
chrome producers had long suspected, namely, that the commercial producers 
of ferrochrome have based their standards on the best available foreign lump 
ores, and that such standards could not longer be considered definitive. The 
tests carried on by the Bureau of Mines in conjunction with the Republic Steel 
Corp. indicated that open-hearth alloy steel made from low-grade ferrochrome 
smelted from “offgrade” domestic concentrates compared favorably in all re- 
spects with alloy steel obtained from high-carbon ferrochrome supplied by com- 
mercial producers—that, in short, “the chrome to iron ratio in ferrochrome has 
little or no importance metallurgically.’ Furthermore, and most importantly, 
the tests indicated that the difference between the cost of smelting low-grade 
and high-grade concentrates is far less per pound of chromium than the bonus 
offered by GSA for ungraded concentrates or high-grade products. 

If this is the case high bonuses for high-grade ore and upgraded concentrates 
would appear unwarranted; certainly so far as Government purchases for 
stockpile are concerned. In the light of this work it would appear that minimum 
specifications for concentrates might be lowered and premiums reduced. The 
price schedule offered for concentrates should therefore be carefully reviewed. 


The CuatrmMan. Now, our time is really getting short, but we have 
2 few people here whom I would like to have the opportunity of 
hearing and securing their statements. I would like to have your 
statements for the record, and if you could later submit a more com- 
plete statement, it would be appreciated. 

Robert S. Palmer, secretary of the Colorado Mining Association. 
Mr. Palmer, would you come forward and identify yourself for 
the record and give us the benefit of any statement you care to make 
in regard to manganese or any statement in general as to the policies 
you think should be laid down by Congress that are necessary to cre- 
ate the maximum production and availability of strategic and critical 
minerals and materials in this Nation or in the Western Hemisphere? 


4Can the United States Use Its Low-Grade Domestic Chrome Ore? H. A. Doerner, Chief 
Matallurgist, Division Region III, U. 8. Bureau of Mines. 
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STATEMENT OF ROBERT S. PALMER, EXECUTIVE VICE PRESIDENT 
COLORADO MINING ASSOCIATION 


Mr. Patmer. Mr. Chairman, the name is Robert 8. Palmer. I am 
executive vice president of the Colorado Mining Association, and have 
been for some 18 or 19 years. 

I am also executive director of two mineral departments of the 
State of Colorado, one, the Colorado State Mining Fund; the other 
the Colorado Mineral Resources Board. 

There are in the State of Colorado over 50,000 patented mining 
claims. Today less than 2 percent of those mining claims are in 
production. The State officials have become so interested in this 
problem that at this last legislature they appropriated some $10,000 
for the purpose of making a study which, with your permission I 
would like to present to the committee when completed. 

The Cuarrman. I would like very much to have it and let it be 
understood that you will mail it to the chairman of the committee in 
Washington. 


PRESENT POLICIES SLAUGHTERING THE MINING INDUSTRY 


Mr. Parmer. We will do that. As soon as the survey is completed 
we shall contact the owners of these properties who pay taxes to 
the State of Colorado each year and ask them why they continually 
pay taxes and whether they feel that the Federal Government will 
change its present policy of—I use the word slaughtering the mining 
industry of the United States. 


PRIOR EFFORTS TO INCREASE MINERAL PRODUCTION 


May I call the chairman’s attention to the availability of informa- 
tion in the archives in Washington because it seems to me that we in 
the United States forget our recent experience in the last war and 
in the war prior to the last war in which we did a lot of foolish things 
in our efforts to try and get out mineral production. 

For example, in Colorado we advocated for years the driving of a 
deep drainage tunnel in one of the highest mineral areas in the world, 
in the Leadville area. At the time that conditions in the mining 
industry were most critical during the last war and the shortage of 
zine and lead and other minerals, were apparent even to those who 
felt that we could rely on outside sources for our minerals and found 
out that we couldn’t, the Federal Government through the War 
Production Board recommended to Congress that we expend several 
million dollars of our taxpayers’ money in an effort to drive a dee 
drainage tunnel in the Leadville area and instead of driving a tunne 
at the depth which we recommended and starting the portal of the 
tunnel at the place we recommended, they drove it in the opposite 
direction and at a higher elevation. 

Consequently, they didn’t reach the areas in which the largest 
waterflow existed and so it has been quite expensive to operate mines 
in the Leadville area, even though such companies as the Newmont 
Mining Co. and the United States Mining Co. and the Hecla Mining 
Co, combined their joint efforts, they recently gave up the ghost and 

Leadville is back where it was. 
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MANGANESE DEPOSITS IN COLORADO 


It was testified by the then Director of the United States Bureau 
of Mines in an effort to convince the Congress that a tunnel should 
be driven, that there was in the area $12 million worth of manganese 
and that it was one of the most potent sources of manganese in the 
United States in addition to the vast known quantities of lead and 
zinc, copper, gold and silver. 

Not one pound of this manganese has been produced, nor in my 
judgment, under present conditions, can it be produced. There is no 
buying station for manganese in our eeilinte area. There has 
been very little effort made to provide a buying station for manganese. 


TUNGSTEN DEPOSITS IN COLORADO 


Colorado also has a vast mineralized area in which tungsten is 
found. Tungsten is not found in the form in which it is found in 
Nevada and some of these other States; it is found in feberite, wolf- 
ramite, consequently we have had a problem which we have presented 
to various and sundry officials and at the present time there is some 
activity in this area, but those of us who have lived in the area for 
a long time remember when the production of tungsten in the 
Boulder area particularly, was considerable, because, as was stated 
here, a price was paid for the product commensurate with the cost 
of production. 

Without mentioning the vast mineralized area of the State which 
consists of 20,000 square miles of which only one-tenth has been 
geologized, I would say that if the Government adopted policies which 
were realistic the State of Colorado would now be a booming mining 
State. 

As an illustration, recently it was stated that the total gold pro- 
duction from Colorado—that is, from the beginning of time when 
gold was discovered in the State—does not equal the present value of 
the uranium production of the area. 

Now, the reason that uranium production is taking place is that it 
is a Government policy to encourage uranium production. The men 
are paid a base price and they have been assured today that that 
price will extend through 19: 58. They are given bonuses for discov- 
ery; bonuses for haulage of ore and a realistic appraisal of the exact 
situation has existed on the part of the Atomic Energy Commission. 

The unfairness of the statement is quite evident to the chairman 
and to the members of the committee because the policy of our Gov- 
ernment has been to discourage the production of minerals and par- 
ticularly from the smaller mines of the United States. 

The slaughter of the small mines, of course, has been tremendous. 
As late as 7 years ago we had better than 2,000 operations in the State 
of Colorado in the metal-mining business. Today there have been 
consolidations until we now have only mines operating which have 
been given subsidies in one form or another, or guaranteed prices. 


PRESENT NEED OF MINING INDUSTRY 


Now, in conclusion, may I say there isn’t a miner in the State of Colo- 
rado who could not operate his mine if he had the same kind of a 
contract which a major operation in the State has, namely, Climax 
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Molybdenum Co., a base price for his products over a period of years 
with an escalator clause to take care of increased costs. 

If that principle were applied to the average mine in the State of 
course we could operate. 

I will agree with all of the statements here made before your 
committee by Mr. Otto Herres, the chairman of our National Com- 
mittee on Lead and Zine. Last February in Denver we began to 
realize the critical situation which confronted the lead and zine Eee 
ducers and we called together the men in the country wpon whom 
we had the most reliance and asked them what was the proper pro- 
cedure to follow. 

They agreed on the tariff program which was incorporated in the 
Simpson bill and which, as you know, was defeated by the House of 
Representatives. 

It is our judgment, our considered judgment that the policy of the 
last 20 years has been to kill off the smaller operators, discourage them 
in every way possible, and it has gradually taken effect until unless 
something is done, Colorado will probably not be known as a mining 
State. 

The Cuarrman. Well, isn’t that true of other States—— 

Mr. Patmer. That is certainly true. 

The Cuatrman. In this western mining area ? 

Mr. Pater. Of a great many areas. 

The Cuatrman. I would like to ask you, Mr. Palmer from your 
knowledge of these mining areas. Should the Congress reassert and 
take am its authority to control duties, impost fees and excises, now 
commonly called tariffs and import fees. 


RECOMMENDATIONS FOR ELIMINATION OF THE 1934 TRADE AGREEMENTS ACT 


Mr. Pater. Our members, Senator, are on the record strictly in 
support of your program and have insisted on Congress taking back 
its responsibility, which we believe it has under the Constitution, set- 
ting these rates and not leaving that to the State Department which 
undoubtedly has the interest of other countries at heart more than the 
United States. 

The CuatrMan. Setting this down on a matter of principle and not 
leaving it for a bureau official to determine at will just what part of 
an industry, if any, is to be given to foreign nations? 

Mr. Patmer. That is correct. 

The Cuarrman. Mr. Palmer, the committee is very appreciative of 
your appearance here this morning. Would you, at your convenience, 
if you have any further information in regard to your State, would 
you send it at your earliest convenience to the chairman of the com- 
mittee, Senate Office Building, Washington, D. C.? 

Mr. Patmer. We will do that and we wish to say on the record 
that the Colorado Mining Association and its entire membership are 
1,000 percent behind the junior Senator from Nevada and appreciate 
the great work he is doing. 

The CuatrmMan. Now, we have two more representatives of State 
associations and we want to call upon Mr. Louis Gordon and Roy 
Hardy to come forward. 
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STATEMENTS OF ROY A. HARDY, PRESIDENT, NEVADA MINING 
ASSOCIATION; AND LOUIS D. GORDON, EXECUTIVE SECRETARY, 
NEVADA MINING ASSOCIATION 


Mr. Harpy. My name is Roy Hardy, president of Nevada Mining 
Association and my associate here in Louis D. Gordon, executive sec- 
retary of the Nevada Mining Association. 

We appreciate the opportunity to appear before this committee and 
I would like to make two short statements. 

The CuarrmMan. You may proceed. 

Mr. Harpy. After which Mr. Gordon will probably make his state- 
ment. 


GOLD, A STRATEGIC METAL 


The first statement I would like to make would be that this com- 
mittee, I believe, should consider gold as a strategic and critical metal 
in their investigation, for the reason that the solvency and defense 
of our country is tied up with its inventory of gold, as history has 
shown that countries with soft money have always fallen in time. 

We believe that our country’s gold supply should be built up for 
our economic safety and the conversion of currency into gold be at- 
tained at an early date. There is a definite shrinkage in our gold 
reserves due largely to the United States sales of gold to foreign coun- 
tries. These foreign countries are converting their dollars into gold 
at a very accelerated rate and this is going to cause a very serious 
contraction of our country’s gold supply. 

If these countries convert all their credit gold dollars into gold, 
it would reduce our gold inventory from around 22 to 23 billion 
dollars down to about $16 billion, which would throw this country into 
jeopardy. 

The other statement that I would like to make will be on the lack 
of a national minerals policy in the United States. A national min- 
erals policy is absolutely essential to a healthy mining industry in the 
United States and it involves the national security as well. 

This country and all of North America are a veritable storehouse 
of minerals which should be developed, and with the proper incentive 
they would be developed. 


STEPS TOWARD ESTABLISHING A NATIONAL MINERALS POLICY 


One of the first steps toward a national minerals policy, I believe, 
would be for Congress to recapture its constitutional responsibilities. 
I suggest that we examine the necessity for importation of metals. 
Exception must be taken to some of the conclusions of the Paley epee 


with respect to its prophecy that in the next 25 years our mineral re- 
sources will be greatly exhausted and that it will be necessary to ob- 
tain foreign supplies of minerals. We do admit that foreign sources 
should supplement domestic production in order to safeguard our 
national security. 

However, new discoveries and developments have tended to disprove 
most of the Paley conclusion. 

Another step would be for Congress to insure a steady supply of 
domestic minerals and a healthy mining industry, in keeping with 
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the high standards of living in this country, by making sure that 
the mining industry has the incentives to produce—that is, that a 
normal or going mining concern or a new one can make a profit so 
that the employees can maintain our high standard of living. 

This would mean an examination of the costs of production of min- 
eral imports into our country and those costs, in relation to our dollar, 
would necessarily have to be on an equality with domestic costs, other- 
wise the domestic mining industry would cease to produce. 

Now, the principle involved is simple: To do Sema on a fair 
and competitive basis would be the answer. A national mineral pol- 
icy to be effective for the welfare and defense of our country should 
build up sufficient supplies and inventories of minerals for any and 
all emergencies which may arise. These inventories to be built up 
when the demand for these minerals by industry is small. That would 
assure a consistent continuity of production by the mining industry. 

Senator Malone, I would like to supplement this short statement 
later. 

The Cuatrman. We are very glad to have you here, Mr. Hardy, and 
if you have an additional statement to make, would you kindly send 
it to the chairman of the committee, Senate Office Building? 

Mr. Harpy. I would be glad to. 

The CHatrman. Now, Mr. Gordon, have you any supplemental 
statement ¢ 

Mr. Gorpon. I have very little to add to Mr. Hardy’s. 

With regard to the whole question, I am very much opposed to 
government by edict, whim, or directive. I think that the Founding 
Fathers knew what they were doing when they established the three 
branches of government and I think if we return to those three 
branches of government we will be better off. 

As far as mineral production is concerned, I think it is entirely a 
matter of a fair price and assured market. The miners have never 
had, except for very short intervals, anything upon which they could 
depend. It isn’t fair to ask capital to sail uncharted seas not knowing 
where they are going or why they are going or what they are heading 
for. 

It is a well-known fact that miners in enn for instance, 
work a year to earn as muc *h as our miners earn in 2 months and I 
think it is about time that something like a stable program be estab- 
lished to assure and promote our mineral production. We have the 
minerals and it is a question of price, 1: maa and an assured market. 

I think that as far as a tariff is concerned, that should be entirely a 
matter for the Congress to determine and to deter mine advisedly after 
a thorough study. It shouldn’t be passed upon at pink teas or in any 
other related procedure in the State Department. 

The Cuatrman. I understand you to say then that you believe that 
the congressional constitutional responsibilities of regulating the 
duties, imposts, and excises—what we call tariffs and import fees 
today——should remain in the hands of Congress and be regulated 
through its agent, the Tariff Commission, or any other commission it 
may create and the 1934 Trade Agreements Act should be allowed to 
expire? 

Mr. Gorvon. Very definitely. 

39888—54—pt. 10 —17 
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The Cuarrman. Well, I want to say to you, Mr. Gordon, that we are 
very happy to have you here, and if you will join with Mr. Hardy in 
a supplemental statement, we wil! appreciate it very much. Thank 
you. 

Mr. Gorpon. Thank you, Mr. Chairman. 

The Cuairman. I think we have Mr. Willis, of the Small Mines 
Association organization of Arizona. Mr. Willis, would you identify 
yourself for the record ¢ 


STATEMENT OF CHARLES F. WILLIS, SECRETARY OF ARIZONA 
SMALL MINE OPERATORS’ ASSOCIATION 


Mr. Wuuis. My name is Charles F. Willis, and I am State secretary 
of the Arizona Small Mine Operators’ Association, secretary of the 
Arizona Copper Tariff Board and chairman of the board of Arizona 
Department of Mineral Resources. 

If I had known, of course, that I was going to appear here I prob- 
ably could have come armed with a much better statement than I can 
make impromptu. 

The Cuatrman. We would like it if you would care to supplement 
your statement by a written statement. 

Mr. Wuu1s. I certainly anticipate doing so. 


NEED TO PROTECT DOMESTIC MINING INDUSTRY 


We have for along while been greatly concerned with the so-called 
reciprocal trade-agreement policies, the lack of any national policy, 
or rather the vacillating national policy as to metals and minerals. 


We are also greatly concerned over the “Trade, not aid” program. 
The “Trade, not aid” program and the reciprocal tariff agreements 
are based on the idea that if the foreign countries are to pur- 
chase the manufactured goods of the United States, the only way 
they can do so is that we purchase their raw materials to give them the 
money with which to purchase our manufactured goods. 

They completely ignore the fact that we in the Western States—in 
the raw-material- producing States—are in the same position as those 
foreign countries in that we produce the raw materials, and if the 
people of Arizona, Nevada, and Utah are going to buy the manufac- 
tured goods of the Eastern United States, we can only do it if we 
have a market for our products and, furthermore, that our miners 
with their $14 to $15 a day wages are going to buy a lot more of the 

manufactured products than your miners in foreign countries who 
are working for a fraction of a dollar a day. 

The CHairman. You don’t believe evidently, Mr. Willis, that you 
can divide your market and still have it? 

Mr. Wituts. What was that? 

The Cuamman. You do not subscribe to the theory that you can 
divide your market with foreign nations and still have it? 

Mr. Witus. No; very definitely you can’t. 

We have gone backward for quite a number of years in Arizona on 
our mining operations. We have, from the point of view of national 
security, which I understand is the concern of this committee—we 
are taking a lot of chances. 
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Take one thing, for instance, copper. We had a lot of known ore 
bodies of copper that were known, already developed, already to go, 
but which, under the economic conditions existing and the tax laws 
existing, could not be operated. 

When this present emergency came along every one of those copper 
mines were taken up, but it took 2 years as a minimum time to get 
any one of them in production, and if we had a real emergency no 
enemy is going to wait 2 years for us to get ready to do it. 

The CuHatrmMan. What you are really doing when you let your mines 
remain idle, according to your ideas and your convictions, is that you 
are really starting to mine not for a present war or emergency but for a 
subsequent war ? 

Mr. Wuuis. That is the way it is—that is actually the way it worked 
out. Not one of them is ready and yet they were all supposed to be 
put into operation for the Korean struggle and they were known ore 
bodies. They were on bodies of ore that had been previously devel- 
oped—that we have known of for years—and yet the minimum time— 
that is, the earliest one to go into production—is a 3-year period and 
all of them will take from 2 to 4 years before they will get into produc- 
tion, and I think that is rather an important point from the viewpoint 
of national security. 

We are greatly concerned right now over the question of manga- 
nese. The question was brought out by you, Mr. Senator, as to 
whether or not we had reserves. 

Well, of course, we haven’t got reserves in the sense that the reserves 
are known because anybody that would have gone into the manganese 
business in the past 15, 18, or 20 years, would have been foolish because 
of the lack of any policy whatsoever that assured them that they 
were going to go ahead and in fact, there was almost a definite assur- 
ance that they didn’t have a chance to do anything. 

The Cuairman. In other words, no definite assurance and no policy 
was laid down by Congress that would assure them of any market, 
even on certain grades of manganese that were in demand? 

Mr. Wiuuis. Yes; therefore they were not developed to the point 
where you could say you had reserves. 

Now, we have had established in Arizona a manganese-purchasing 
station which has a capacity of 400 tons a day. Almost immediately 
the production of that area grew to the point where they have had to 
operate that plant and staff it on a 2-shift basis, 800 tons a day. In 
other words, they had twice as much as the Government experts had 
figured on. But what happened almost immediately ? 

The Carman. What happens to the manganese you are 
producing ¢ 

Mr. Wiu1s. They are putting it in the stockpile, just letting it lay 
there for future use. That is all they are doing with it at the present 
time. However, there are plans to handle it when they get around 
to it to get it into commercial form. 

But what happened immediately when they got up to 800 tons a 
day? The producer of that manganese said, “Well, I have only cut 
my life in half if I increase my production because the setup of the 
station is a short-term policy. They are going to buy 2 million units 
at that station and when that 2 million units is finished we don’t know 
what is going to happen.” 
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In other words, there was a lack of incentive to make a commercial! 
production, to make a producing manganese mine out of the program, 
whereas, if there was something different out of that would have 
come some mines that would have lived under a normal economy. 

The Cuatrman. Then you believe that Congress should reassert its 
constitutional authority or responsibility to regulate foreign trade 
and foreign commerce and adjust those duties, impost fees, and ex- 
cises, now commonly known as tariffs and imports fees, through its 
agent, the Tariff Commission, on some definite basis, some long-range 
principle or policy? 

Mr. Wits. An assertion of policy would be something that would 
greatly increase the stability of the industry. Now, I don’t mean to 
say that Congress would always stick by policy that it adopted. How- 
ever, it changes its policy by means of congressional action and those 
are slow and can be foreseen and can be studied and they are not 
radical; whereas the changes of policy that come from some bureau- 
cratic organization, come overnight and you don’t even know about 
them when they are coming. 

The Cuarrman. Mr. Willis, we certainly appreciate your statement 
and your appearance here and if you would care to supplement your 
statement, even on general policies which you think should be adopted, 
we would appreciate your doing that at your convenience and mailing 
your statement to the chairman of the committee, Senate Office Build- 
ing. We want you to know that we certainly appreciate your appear- 
ance here. 

Mr. Wituts. A statement was made a little while ago regarding 
the marketing and the production of manganese. As a matter of fact, 
the processes of working manganese have not been developed in this 
country particularly because of the fact that we don’t have any man- 
ganese industry. 

However, very recently there has been developed a process, a leachin 
process for managanese that handles very low-grade material a 
at low prices. When they get through they have a manufactured 
product of manganese dioxide running around 65 percent, but under 
the Government program there isn’t even a market for that, simply 
because it is not an ore, it is not a concentrate, it is a manufactured 
product and can readily be used, but on the other hand right now there 
is no market, and until there is some assurance of a market, nobody 
is going to put that process into use. 

The Cuarrman, In other words, under the present congressional 
policy 

Mr. Wits. Yes, when we have the market for anything in this 
country, the ingenuity of the country and the financing of the 
country—they get busy and supply it. 

The Cuarrman. Thank you, Mr. Willis. We have certainly appre- 
ciated your appearance. 

Mr. Wiis. We have been fighting these problems, Mr. Senator, for 
many, many years. 

The Cuarrman. I know that for a fact for at least 20 years. 

Now, Mr. Bradley, if you would come forward and give us any 
supplemental statement that you care tomake? Please, first identify 
yourself for the record. 
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STATEMENT OF P. R. BRADLEY, JR., CONSULTING ENGINEER, 
SAN FRANCISCO 


Mr. Brapiey. My name is P. R. Bradley; I am a consulting engineer 
from San Francisco. 

The Cuarrman. I think that any general statement that you care to 
make now and any supplemental statement about any 

Mr. Brapuey. | should like to undertake that program. 

It occurred to me as I have listened to the testimony here, or as I 
could the last 2 days, I should like to sit down with you and a group 
of our colleagues, which will include men as expert as you have heard 
in the last 2 days, and discuss with you, not so much the problems 
before the industry, not so much what we need in order to aes the 
purposes that you have referred to in Senate Resolution No. 148, but 
to discuss the means of attaining those purposes. 

I think that you have accumulated already in the last few days a vast 
quantity of information on what we need. Other investigations before 
ours have much of the same information. While there is always 
something new brought up—I heard some new things today—but the 
problem is, what shall we do about it? How do we get what we need? 


AIDS FOR DOMESTIC MINING INDUSTRY 


You propose some tariff revisions or the restoration of congressional 
power over the tariff—to put it back in Congress where it belongs. 
That is very good. That is one of the blocks in the structure, in the 
rotective structure. It isn’t the only block but it is a big one and an 
= one but not the only one. 


r 


‘here must be some tax revision. 

One form of tax revision not touched upon here, as far as I know, is 
the possibility of effective exemptions for individual, some form of 
consideration to the individual who puts his money into the develop- 
ment of a natural resource. There is insufficient recognition of that. 

There are many enemies of the things which we propose and that is 
the reason that we must examine the means of obtaining our proposals. 
I am the director of a chamber of commerce of a great metropolis. It 
is a metropolis by the sea and it thrives by virtue of foreign trade, the 
free-trade conceptions prevail and freetraders are the enemies of your 
tariff proposals. One free-trade group there has proposed in recent 
months that the buy American clause in the Stockpiling Act and other 
acts should be removed. 

Well, the producer of raw materials in this country can’t stand 
that sortofthing. As you well know, the “Buy American” clause isn’t 
yroperly invoked, but here we have a proposal to remove it altogether. 

he principle, the thinking that is behind that indicates that the public 
needs lots of education. 

For Congress to undertake the problem of determining that the 
policy of the Nation with respect to its minerals shall be such and such 
is something that should go a long ways toward the solution, for if the 
public at large learns that Congress is sufficiently interested, the public 
will become interested and the miners will have help against such 
people as the freetraders. 
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The Cuairman. Do you believe then that these other industries, such 
as the watch industry, the precision-instrument industry, the tool in- 
dustry, the crockery industry, have much the same problem and the 
same situation with regard to competition from nations with lower 
wage standards and that their problems are very much the same as 
those of the mineral industry ? 

Mr. Brapiey. Yes; I do. 

The Cuarrman. And that as a result of this condition there is re- 
luctance on the part of the investor to put any capital into any of 
these industries ? 

Mr. Brapiey. That is entirely logical and I think I could even add 
to your statement. 

The Carrman. In other words, all of these industries should get 
together and recognize that their trouble is competition from the 
sweatshop labor of foreign nations where the workingman can receive 
maybe 10, 15, or 20 cents an hour and the standard of living is very 
low. These foreign industries are using our machinery, which has 
either been given to them through our own taxpayer’s good will or in- 
stalled by any industry that goes abroad to use this cheap labor, using 
our trained engineers and our superintendents to teach this cheap 
labor. After that the cheap labor can be put into the assembly line 
using our machine tools to make crockery, watches, or anything else. 
Realizing that the problem for all these industries is pretty much the 
same, wouldn’t it be wise for the mineral industry to join with these 
other industries in a general policy statement ? 

Mr. Brapiey. That is correct. Now, as a matter of feasibility I 
would suggest that we start out with some form of cooperation, some 
form of agreement for cooperative work between ourselves and these 
other producers of raw material. 

The Cuarrman. Like wool, for instance. The primary difficulty is 
that sheep can be produced in Australia for $2.50 or somewhere in 
that vicinity, whereas it takes about $8.50 to produce one here in this 
country. 

And be it tungsten or some other metal, the same condition prevails. 
They have low-cost labor, low carrying charges, lack of taxes, lack of 
labor safeguards, like our industrial insurance, unemployment insur- 
ance, social s y—all those fringe items are very important and 
all those things pile up to make it impossible to compete on an even 
basis. 

Mr. Braptey. That is correct. 

The CHarrman. That is what you need, do you not, the same as the 
wool industry? The mineral industry needs are the same as those 
of the wool industry; namely, assurance that your competition will 
only come from the people who pay like wages? All of you need an 
equalizer—isn’t that it! 

Mr. Brapiey. I would say certainly, yes. 

The Carman. Then you have heard several organizations that 
are passing resolutions on foreign trade, that this foreign trade shall 
be on a basis of fair and reasonable competition and which adjustment 
shall be brought about through fiexible import fees or tariffs, what- 
ever you want to call them and that these products of sweatshop 
labor shall not be imported in this country on terms that endanger 
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the standard of living of the American workingman, injuring the 
American farmer and American industry. 

Now, isn’t a statement along that line one that any industry can 
join in urging Congress to adopt ? 

Mr. Braptey. Well, I am not enough familiar with the problems of 
giant manufacturing industries to know whether we could get them 
to join us or not. I suspect that we couldn’t; we might in time. There 
are some other problems there, I am sure. 

The Cuamman. American labor is interested in maintaining their 
jobs here. Couldn’t you get the cooperation of labor in these indus- 
tries ? 

Mr. Brapiey. I have read things recently that indicate they are quite 
willing to cooperate in this matter. 

The CHarrMan. Well, you and I might meet over at the hotel and 
over a $5 lunch and convince each other, but don’t you have to take into 
consideration the men who are actually doing the work and safe- 
guarding their own jobs? 

Mr. Braptey. You most certainly do. I think in connection with 
that we can depend on people like yourself to help bring them 
all together. 

The CHarrMan. We will help, but that isn’t enough. You have 
to have the cooperation of all the men who have invested in these 
industries as well as the men who actually perform the work. 

Now, some of us have been studying this question and we are either 
right or we are wrong or what we say needs modification and that 
is the reason we are holding these hearings. 

Mr. Braptey. I should like very much to continue this discussion of 
what is feasible here because certain things are feasible from a tech- 
nological point of view that may not be feasible from a political view- 
point, and vice versa and I think these discussions should continue. 

The Cuarrman. Would you, at your convenience, if you care to sub- 
mit a written statement to the committee? Would you care to do 
that ? 

Mr. Brantey. I shall try to do that. 

The Cuamman. And address it to the chairman of the committee, 
Senate Office Building, Washington, D. C. 

We appreciate very much your appearance before the committee, 
Mr. Bradley. 

Mr. Bravery. I am glad to have had the opportunity, sir. 

The CHatrman. Now, I have one more witness and I understand 
he is going to make a written statement. Mr. Batcheller. 


STATEMENT OF WILLIS T. BATCHELLER, CONSULTING ENGINEER, 
ARCTIC BUILDING, SEATTLE, WASH. 


Mr. Batcuetter. My name is Willis T. Batcheller and I am a civil 
and mining engineer, living in Seattle. I have had the pleasure and 
honor of being here before, so at this time I would like to present to 
this committee on the basis of my familiarity in general with the ore 
deposits in the northwest part of North America, the availability of 
three groups of strategic metals in this area, namely, titanium in which 
there are several square miles of exposed ore bodies, containing between 
114 and 5 percent titanium oxide, readily available by open pit mining 
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and easily separated and also right on direct transportation. It is 
probably the most unusual deposit of this kind on this continent. 

Number two is a deposit of iron and chromium in the proper pro- 
portions to make ferrochrome in an electric furnace in which this ore 
naturally contains 70 percent of ferrochrome. It is adjacent to or 
probably 10 miles from a mainline railroad. 

Item No. 3. We believe in this area that an integrated steel industry 
is necessary for defense and there is available in ‘southeastern Alaska 
islands composed almost entirely of iron ore, containing up to 2 percent 
copper that can be readily refined by electric furnace and electrochemi- 
cal processes that can be delivered almost off the mine right into 
the boat and refined in this area here where there is ample power 

capable of being produced at very low cost. It indicates that there is 
a possibility of an integrated industry that would be very economical] 
so that in our defense these three programs would be vital and they 

would be even vital under peacetime conditions. 

So, Mr. Chairman, I would like to state that the Pacific Northwest 
area is vitally concerned with your program. We are 100 percent back 
of it and we would like to do everything possible to facilitate it, 
including the recovery of the rights of Congress to determine these 
commercial matters without which it is impossible to proceed. 

The CHarrman. You mean, sir, that Congress should reassume its 
constitutional responsibility to regulate foreign trade and set, regulate 
and adjust duties, imposts and excises as the Constitution sets forth ? 

Mr. BaTcHeELLeR. Yes, it is a very important right which you should 
recover. 

The CHatrMan. And allow the 1934 Trade Agreements Act to 
expire in June of 1954? 

Mr. Barcue.ier. Yes, sir; very much so. If it is necessary to have 
it continue that long. 

The CuHarrman. Well, it was extended for that length of time by 
vote of the Senate and the House, and signed by the President. 

It is the opinion of the chairman of this committee that next yea 
is the showdown year. You are going to have continuation of the 
same policy you have had for the last 20 years of trading portions 
of American industry in return for some fancied benefits or you are 
going to return to the constitutional method of regulating foreign 
commerce. It will be determined on the floor of the Senate and on 
the floor of the House. 

I want to point out for the benefit of the record and the judgment 
of the chairman that this is going to be determined through the 
interest shown by the people of the United States of America. If they 
have an opinion, they must voice it and do it in an aggressive manner 
so that the Senators and Congressmen will know what they believe 
and what they believe is good for the United States of America. 

Mr. BarcHevter. That is true; unless we defend our own economic 
status, we won’t be able to defend anybody else. 

The Carman. I think that is true. Thank you very much for 
your appearance here, Mr. Batcheller, and if you would care to sub- 
mit for the record any further written statement, you may address it 
to the chairman of the committee, Senate Office Building, and it will 
be very much appreciated, or you can address it to Mr. Butler, the 
chairman of the full committee. 
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Mr. Barcuetter. Thank you, very much. I will do that. 

The Cratrman. I think that the record should show that Mrs. 
Monroney who has been in the chrome production business for years is 
present and has heard the testimony. Mrs. Monroney, do you have 
anything you would like to say ? 

Mrs. Monronry. No, I think they have said it all. 

The CuairMan. I have wires concerning this hearing, the Seattle 
hearing, from members of the full committee. Messages have been 
received from most of the members. A message was received from 
Senator Eugene Millikin of Colorado, regretting very much that he 
could not attend. It is well known, of course, that he is a member of 
the committee created by Congress, consisting of 5 Senators, 5 Con- 
gressmen, and 7 men appointed by the President, and they are prepar- 
ing now for their first meeting. 

I have a wire from Senator Frank A. Barrett, the Senator from 
Wyoming and a member of the subcommittee. He says: 

Sincerely regret my inability to attend subcommittee meeting. I had very 
niuch wanted to be present but find that obligations in Wyoming must be accom- 
modated. Regards. 

FRANK A. BARRETT, 
United States Senator. 

[ have another wire from Earle C. Clements, another member of the 
committee, and his wire is from Washington—Barrett’s wire is also 
from Washington. His wire is as follows: 

Regret was taken from the office shortly before you called yesterday and was 
not available for meeting during remainder of the day. This is to advise that 
I will not be able to attend one of the meetings in Seattle, but I trust you will 
have a satisfactory session which will be informative to the committee. 


Cordially. 
EARLE C. CLEMENTS. 


I have a wire from Price Daniel, from Texas, as follows: 
Thanks for your telegram. Regret cannot be with you and hope you have 
fully recovered from accident. Best regards. 
Price DANIEL, 
The CHarrMan. We will now recess, subject to call. 
(Whereupon, at 5:25 p. m., September 23, 1953, the instant hearing 
was recessed subject to the call of the chairman.) 
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THURSDAY, OCTOBER 22, 1953 


Untrep Srates SENATE, 
SUBCOMMITTEE ON MINERALS, MATERIALS, 
AND Furts Economics oF THE COMMITTEE 
on IntTeRIOR AND INsuLAR AFFAIRS, 
Washington, D. C. 
The subcommittee met, pursuant to recess, at 10:30 a. m., in the 
committee room 224, Senate Office Building, Washington, D. C., 
Senator George W. Malone, chairman of the subcommittee, presiding. 
Present: Senator George W. Malone, Nevada (chairman of the 
subcommittee). 
Present also: Jerome S. Adlerman, counsel to the subcommittee, 
and George B. Holderer, committee engineer. 
Senator Matong. The committee will be in order. 
Mr. Romney. 


Will you identify yourself for the purpose of the record? I will 
say we are very glad to have you here. You have come a long ways 
for the purpose of informing the committee of your conclusions in 
regard to the status of the mining industry. 


STATEMENT OF MILES P. ROMNEY, MANAGER OF THE UTAH 
MINING ASSOCIATION 


Mr. Romney. My name is Miles P. Romney. I am at present man- 
ager of the Utah Mining Association. My previous background 
might be summed up briefly with the statement that I have served for 
15 years as exploration geologist for the United States Smelting Co. in 
both exploration and production fields for that company. I served as 
a mining operator. As I stated previously, I am at present manager 
of the Utah Mining Association, representing about 95 percent of the 
lead-zine production and all of the copper production in the State of 
Utah. 

Senator, with your approval, I have submitted my statement. A 
considerable portion of the first few pages of my testimony have 
been covered. If I might just touch on a high spot or two and 
get on the specific conditions in Utah, it would save time to do so. 

Senator Matone. I appreciate that procedure. We will include all 
of the statement for the record, and of course your specific comments. 
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TARIFFS WITH RELATION TO LEAD-ZINC INDUSTRY 


Mr. Romney. I would just like to bring out the point, before we 
proceed to the Utah situation, that tariffs have traditionally given 
protection to the American mining industry, but as has been pointed 
out in this meeting, in 1934, with the original Trade Agreements 
Act, the groundwork was laid for a serious reduction of tariffs as 
applied to the metals. That was particularly effective or the metals 
first felt the effect of those reductions in 1939 with the Canadian 
agreement on zinc, and in January 1943 with the Mexican agreement 
on lead. 


EFFECT OF CANADIAN AND MEXICAN AGREEMENTS ON DOMESTIC INDUSTRY 


Senator Martone. Then, of course, you had what was generally 
referred to as the most-favored-nations clause, which made the benefits 
under the agreements applicable to all the nations. 

Mr. Romney. That is right. Then we followed that with the 
Torquay and Geneva agreements, which have ended up with the 
present situation of completely inadequate tariffs. 

Senator Martone. Does your statement include the movement of 
the tariffs downward from the beginning to the present time? 

Mr. Romney. Senator, I have two charts in the statistical tables 
that are attached which show the changes in tariff applications on 
lead and zine from the Tariff Act of 1930 to the present price. That 
is given for both lead and for zine. 

A proper comment might be that at present lead-zine prices, 1314 
and 10 cents, respectively, the present duty on metal, namely, 1.16 cents 
on lead and 0.7 of 1 cent on zine, represent 7.9 and 7 percent protec- 
tion, respectively. If the duties originally imposed by the Tariff Act 
of 1930 were still in effect, those duties of 2.125 cents on lead and 1.75 
cents on zine would represent 15.75 percent and 17.5 percent protec- 
tion, respectively. If the percentage relationship of price to as at 
the time of the passage of the 1930 Act were in effect today, namely, 
38.5 percent for lead metal and 38.41 percent for zinc metal, duties in 
cents per pound would be 5.19 cents for lead and 3.84 cents for zinc. 

Senator Matonr. Your statement, then, would indicate that when 
there is a fixed duty of cents per pound or unit, then any manipulation 
of the price affects the percentage of the duty without any change in 
the actual duty ? 

Mr. Romney. In the application of the duty. 

Senator Matong. And then when the duty itself was lowered, in 
addition to the effect that inflation or any other factor of changing 
the price may have had, then it doubles up? 

Mr. Romney. That is exactly right. The tables submitted with 
the report show the actual tariff changes, the price changes, and 
the percentage protection changes as they have progressed from the 
time of the original act, which I think you will be very interested in. 
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Senator Matone. The tables will be accepted and made a part of 
the testimony at this point. 
(The tables referred to follow :) 
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Production and net proceeds data on all Utah lead-zine mines (reporting to the 
Utah State Taw Commission, taken from tax commission records) 


Total de- | Difference be- 


Race ceee A Wiens Sean 
Tons ore | Tons lead ductions | tween 4 and 5 


] oY 

| (1) (2) | (3) (4) (5) (6) 
| 
| Tons zine | Net smelter 


575,799 | 32,780.6 | 29, 266. $6, 736,813 | $9,725,751 | —$2, 988, 938.00 
766,001 | 54, 638.0 49, 092. 15, 204, 891 | 13, 691, 100 1, 768, 
833,642 | 62,913.8 | 48, 557. 19, 654, 713 | 15, 928, 754 3, 7: 

890,307 | 58, 298.9 49, 419. 14, 697,379 | 14, 214, 844 

785,053 | 50, 365.0 39, 513 11, 098,028 | 11, 135, 366 

825, 795 56, 567.6 42, 481. 17, 193, 113 | 14, 180, 930 

796, 592 56, 608. 3 42, 673. : 15, 620,338 | 13, 867, 625 | 


Total. cs» --------| 5,473,189 | 372,172.6 | 301,002.3 100, 205, 275 | 92, 744.370 | 


SAME DATA, UTAH MINING ASSOCIATION COMPANIES ONLY (REPRESENTING 95 
PERCENT OF TOTAL STATE PRODUCTION SHOWN ABOVE) 


462,655 | 30, 691.1 | 510 

_.| 752,864 | 53.443. : 607 
817,639 | 62,085.7 | 547 

| 859, 863 58, 298.9 | , 419 


a $6, 063, 385 | $8,175,446 | —$2, 112, 061.00 

4) 14, 974,055 | 13, 246, 427 , 727, 628. 00 

0 19, 272, 522 | 15, 159,031 , 113, 491. 00 

.4 14, 335, 786 | 13, 615, 325 | 720, 461.00 

686, 691 50, 088. § 9, 450. £ 10, 982,939 | 10, 691, 504 291, 435. 00 
* 

ie 

2 


819,716 | 56, 827.3 | 091 


17, 042, 300 | 13, 903, 602 3, 138, 698. 00 
790, 751 56, 253. 42, 381 


15, 472, 409 | 13, 153, 647 , 318, 762. 00 


| 
| 98,143,396 | 87,944,982 | 10, 198, 414. 00 
| 


| 
_.| 5,190,179 | 367, 687.9 | 296,007 
| 5, 315, 669 5, 654, 172 — 338, 503. 00 


365, 634 25, 906. 6 20, 206. 6 


: 5, 555,813 | 393, 594.4 316, 213.8 | 103, 459,064 | 93, 599, 153 9, 859, 911. 00 


1 First 6 months. 


Man-hours worked in Utah mines, mills, and smelters (members of Utah Mining 
Association only) 


[98 percent of lead-zinc production] 





19. 1953 


First half, | First half, 
52 | 


Utah lead-zine mines ‘ 2. 038, 568 11, 217,008 
Utah lead-zine mills and smelters.....................--.-- ‘ 640, 157 2 519, 206 


Total, lead-zinc mines, mills, and smeleters__--_- othe . 2, 678, 725 a 1, 736, 214 





1 59.7 percent of 1952. 
281.1 percent of 1952. 
464.8 percent of 1952. 


Data furnished by individual mining companies. 


89888—54—pt. 10-18 
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Utah lead-zine mine data 









eas | Lead pro- Annual Zine pro- Annual 
Year eee duced rate | duced rate 
ploy (tons) 2 (tons) (tons) 3 (tons) 














1946__ 4 30, 711 28, 292 

1947... ‘ 49, 698 43, 673 

1948 3, 114 55, 950 |. 41, 490 

1949_. 2, 728 53, 072 ; 40, 670 

1950. . 2, 025 44, 754 31. 678 

1951 2, 404 50, 451 = 34, 317 

1952 (6 months) 2, 604 28, 100 56, 200 12, 320 38, 640 

1952—July 2,039 2, 970 35, 640 | 1, 800 21, 600 
August 2, 022 3, 840 46, 080 | 2, 264 27, 168 
September 1, 867 3°610 43, 320 | 2. 200 26. 400 
October 1, 867 3 705 44. 460 | 2. 400 | 28, 800 
November 1, 863 3, 535 42, 420 2,173 | 26, 076 
December 1, 807 4, 450 53, 400 | 2, 780 33, 360 

1953—January 1,777 3, 600 43, 200 2, 530 | 30, 360 
February 1, 788 3, 745 | 44,940 | 2, 415 | 28, 980 
March 1, 783 4, 100 49, 200 | 2, 730 | 32, 760 
A pril 1, 762 4, 230 50, 760 | 2, 665 31, 980 
May 1, 758 3, 700 44, 400 2, 480 | 29, 760 
June 1, 690 | 3, 770 45, 240 2, 475 | 29, 700 

| 





! Source: Utah Department of Employment Security. 
? Source: U. S. Bureau of Mines. 





Number of lead-zine mines operating in Utah 













Year Small | Medium Large Total 


1946 ; 31 7 8 46 
1947 ae 60 7 7 74 
1948 ‘ 56 | 12 6 74 
1949 a 36 10 | 6 52 
1950 : . _ 40 7 | 5} 52 
1951 _- 2 piocmlene 35 6 | 6 47 
1952 nee bene name tei ee penned 21 3 6 31 
Se GOO GPs Bak cnnccncdtsdbdanucedbaxeeasstede. sunset 0 4 


Source: Utah custom mills and smelters 


Mr. Romney. Prior to World War II, this country had never 
imported more than 100,000 tons of lead or zinc in any one year. The 
accelerated war demands saw tremendous increases in the imports of 
both metals. The rate has remained high to the present. Greatly 
increased free world new lead-zine producing ¢ ‘apacity which was 
accelerated by high demand, good prices, and by grants, loans, and 
subsidies from the United States Government, has exceeded consump- 
tion of new metals in the past few years. 

Following in my statement is a table which cr the excesses of 
world mine production over world consumption. So far as lead is 
concerned, from the years 1946 to 1952, the total has ‘i just about a 
balance with some slight excess of production over consumption. But 
in the year 1952, we had an excess of 159,000 tons of lead over the total 
world consumption. 

Senator Matone. What effect did that have on the domestic market 
following the cont inued low ering of duties? 

Mr. Romney. In essence, it landed right here in our laps, because 
of the fact that other countries, with their particular means of con- 
trolling imports and exports and dollar exchanges, do not permit the 
dumping of surpluses in their markets. So the only market for those 
excesses has been the American market, where the duty was low and 
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the attitude was such as to accept those surpluses, disregarding the 
effect upon the domestic producer. 

Senator Marone. I understand you, Mr. Romney, to be testifying 
that the Geneva agreements and the Torquay agreements and all the 
other arrangements to which we have been a party through the State 
Department, have been a one-way street. 

Mr. Romney. I don’t think there is any question about that, Sena- 
tor. It has been absolutely a one-way street. It is rather openly 
commented on by both people in the political field and in the com- 
mentary field, where they have access to the facts, that the only 
reciprocal part of the reciprocal trade agreements was that we low- 
ered our tariffs if other people promised not to raise theirs. There 
has been little, if any, reciprocity. 

Senator Matong. After we lower our tariff, and they may lower 
their tariff on some other commodity, is there a method of juggling 
the price of the currency in terms of the dollar to, in effect, put a 
tariff on their money? 

Mr. Romney. That has been applied in many instances. Possibly 
Chile is one of the best examples of that in the multiple exchange 
rates that they have caiintaned The mining companies there were 
forced to sell their metals at one exchange rate and to buy their 
capital goods and pay their labor on another exchange rate. The 
exchange rate at which the metals were sold was favorable to the 
Government, and the exc hange rate at which the capital goods were 
purch: used and labor was paid was adverse to the companies. 

Senator Matonr. Are not any of the multiple exchange rates based 
on the same principle? In other words, most of the South American 
nations have a multiple exchange rate. The sterling bloc has it. At 


one time I think I added = something like 28 different values of the 


pound in terms of the dollar. They can take the profit out of any 
import and prevent its importation just by applying a certain ex- 
change rate to that commodity, can they not? 

Mr. Romney. They can, and they do. That is one of the methods 
for preventing inflow of goods and outflow of capital that the coun- 
tries with whom we are supposed to be dealing on a reciprocal trade 
basis employ constantly. 

Senator Martone. Then, for example, in France or the Argentine 
and the other nations that we have studied, they will give their ex- 
porters—and they require dollars for an export—a certain number of 
pesos or francs or whatever the money might happen to be, for the 
dollars, and they must turn them in to the Government in these cases 
if they are exporting a raw material. If they are exporting manu- 
factured materials, they give them a greater rate. They manipulate 
it so that they take the profit out of one transaction and put it in an- 
other. You are familiar with that method of preventing any benefits 
from accruing to the United States? 

Mr. Romney. I have read considerable about it, and I feel we have 
been victimized by that type of procedure. Our public articularly 
has been victimized, in that they accept the slogans, “Trade, not aid,” 
and “Reciprocal trade,” and all those things, “not realizing that the 
applications of trade barriers are far more onerous. In effect, I might 
say this: I think it is a safe statement to make that these barriers you 
are speaking of, and others related to them, have succeeded in reducing 
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trade outside of our country to practically a bilateral basis. Trade is 
conducted between one government a\.d another government, and they 
agree to exchange this product for the other product. : 

It is also interesting to note that our dollars are financing most of 
that trading, because their own currencies are so unstable that the 
trading countries are quoting value terms in terms of dollars. A lot 
of this great dollar need is related directly to the fact that they have 
to have the dollars to trade with each other. 

Senator Matone. Then a shortage of dollars, which to me has always 
been a great hoax on the American public, is brought about in two 
ways: One is, spending continually more than you earn, whether it is 
an individual or nation, and you will be short of dollars. I have had 
that problem myself several times. And the other method of bringing 
about a shortage of dollars is to bring about a price on the currency 
higher than the market price so no one will give them dollars for it. 
Is that not about the situation ? 

Mr. Romney. I think you are correct, sir. 

Senator Matong. Go ahead. 

Mr. Romney. I would just like to repeat one statement here. The 
surpluses that we are speaking of have had no market other than the 
United States. That surplus has reacted in our free market to drive 
prices down to the level at which the foreign producer is willing to dis- 
pose of that surplus. Our very low duties have not served to keep it 
out. 


DOMESTIC PRODUCERS IN AN ECONOMIC SQUEEZE 


The domestic producer is being literally squeezed out of the market 
between the jaws of an economic vise, the volume of imports being 
one and the other being prices considerably below his domestic pro- 
duction cost. 

Now, I refer to some charts for lead and zinc which show con- 
sumption, domestic production, and imports, in the years 1946 to June 
of 1953. They are contained here. 

I would like to point out, however, particularly that in the period 
from June 1, 1952, to December 31, 1952, that 90 percent of the con- 
suming demand for primary lead of this country was met by imports. 
Prior to that it had iets as low as 35.2 percent. That was the period 
immediately following the war. In the first half of the year 1953, our 
consuming demand has been met to the extent of 86 percent by im- 
ports. What does that leave the domestic producer ? 

I want to emphasize I am speaking of primary lead and new zinc. 
The scrap production availability will be the same, regardless of the 
source of your new metal. So these figures are based entirely on the 
new metal demand. 

Senator Maronr. Then it seems that your table and your state- 
ment are pointed to the conclusion that if we continue these policies 
long enough, namely no differential, making up the difference between 
the wage standard of living between here and abroad, no tariff repre- 
senting that differential or no subsidy or no quotas preventing such 
imports, then you can finally arrive at a point where you have prac- 
tically no domestic production. 
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Mr. Romney. Finally. And I think we are approaching it very 
rapidly. 

Immediately following, I have tried to present the Utah case, which 
[ would like to go into in detail. 

The conclusion is as you have stated it. I would like to repeat, 
the choice is clear—protection for domestic industry sufficient to main- 
tain metal prices at a level reasonably consistent with its cost of pro- 
duction, or abandonment of the major portion of the domestic lead- 
zinc mining. 

Scarcity and dependency on foreign sources will be the aftermath 
of the death of the domestic lead-zinc mining, leaving on our doorstep 
stepchildren in the form of higher prices in peace and disastrously in- 
i supply in an emergency. 

Senator Matone. Your theory is that once your domestic industry 
is destroy ed, as has been testified before here today, then the prices 
will be set at what the traffic will bear? 

Mr. Romney. I think there is no question about it, sir. We have 
seen it happen in too many cases. 

Mr. Williston’s testimony on mercury eloquently shows us what 
will happen in that es 

Senator Matone. We have seen it happen in rubber. 

Mr. Romney. Tin ea quinine. 

Senator Marone. Rubber, before we had a synthetic industry, had 
reached a dollar a pound. 

Mr. Romney. I think following World War I, it went to $2.40 a 
pound, 

Senator Marone. There is some complaint now because we are manu- 
facturing synthetic rubber at around 20 and 21 cents, and they still 
seem to make a profit on natural rubber but not what they would like 
tomake. But they are controlled by our production. We could make 
many comparisons to show that the policy is to take what the traffic 
will bear. Therefore, the consumer never benefits through an importa- 
tion of a low-wage nation’s product that could possibly be sold below 
American cost of production but never is after the domestic industry 
is gone. Is that your contention? 

Mr. Romney. That is exactly it, sir. I think there is no question 
but what the consumer, and therefore the public, is going to pay 
through the nose if present conditions are permitted to continue for 
such length of time as will effectively destroy the domestic lead-zinc 
industry. 

Senator Marone. I think another commodity that could be men- 
tioned is iodine. It was as high as $6 a pound. Now, with domestic 
production, it is $2 a pound. 

Mr. Romney. We were able to develop a substitute, and that very 
effectively reduced the cost of quinine. 

Senator Matone. I took a good bit of that commodity during World 
War ITI. 

You are entirely correct. We for some reason or other judge 
that foreign producers are not intelligent enough to know what their 
product is worth and what it will bring. They are just as intelligent 
and much more experienced than the Americans. They have been 
making their living in that manner in foreign trade and the manipula- 
tion of foreign trade for a century, and we are just confused. 
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Mr. Romney. There is a good story on that, but we will go on. 
Bear in mind that most mining operations in 1946 were left with 

ore reserves greatly depleted during the war period. Since the war, 
inflation and high profit tax rates have greatly hindered replacement 
or building up of either ore reserves or cash reserves. 

Senator Martone. I remember that period very well. I was special 
consultant with the Military Affairs Committee here, and sat with the 
War Production Board at one time or another. The pressure was so 
great that they mined the ore in sight and did not have time for 
development. 

Mr. Romney. That is right. One was the pressure for production, 
which they responded to very valiantly. The second was the lack of 
manpower, and the third was the imposition of the ceiling prices along 
toward the end of the war period that were completely inadequate 
for the major portion of production. The major portion of produc- 
tion of lead-zine did not get any substantial benefit from the premium 
price plan. So they operated under the controlled prices that, in the 
beginning, were probably fairly fair, but at the end of the period 
with the increased cost of supplies, and one thing and another, were 
completely inadequate. So the operators are facing the present com- 
petitive crisis in no better than a convalescent status. Production 
rate has been maintained. When I say that, that is a general state- 
ment. It has been reduced to 33 percent in zine and 25 percent in lead. 
I want to emphasize that small properties with no cash reserves have 
suffered heavy casualties to date. 

Senator Matone. Have they closed down? 

Mr. Romney. Yes. Ninety-five percent of Utah’s lead-zine pro- 
duction is made by companies holding membership in my association. 
Below is shown a summary of the reports furnished the Utah State 
Tax Commission by these companies of their receipts of ore and the 
expenditures against production. Certain expenses are disallowed by 
the State, which expenses are not included under the heading of “total 
deductions.” I have listed those items that are not deductible. I 
will not*go through them. They are substantial. 

In 1949 and 1950 and the first half of 1953 balances, as shown in the 
chart following, before the above disallowed expenses, amply demon- 
strate the losses sustained by the industry in periods when prices are 

controlled by the surpluses of foreign production and resulting ex- 
cessive imports. Certainly Utah mining cannot be expected to con- 
tinue to produce at the 1952 rate of 50,000 tons of lead and 34,000 tons 
of zinc in the face of such operating deficits. Immediate availability 
of that supply is threatened. 

I showed these figures to the Governor the other day, and he was 
astounded. 

In the year 1950, the lead-zine mines of Utah produced 785,000 tons 
at a net to the mines of $11,098,000. After the total deductions al- 
lowed by the State, which do not include all operating expenses, there 
was a net loss of $37,000. 

The years of 1951 and 1952 showed reasonable margins above the 
operating costs, but in the first half of 1953—and by the way, these 
figures are furnished the State over affidavit for tax purposes—for the 
first half of 1953, I asked the companies to project their operations on 
this same mine-evaluation sheet. For the first half of 1953, 365,000 
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tons of ore brought them $5,315,000; at a loss, after only the allow- 
able deductions of the State, of $338, 000. 

All western lead-zine mining is in much the same position. Fifty- 
nine percent of the lead and 58 percent of the zine produced in the 
United States in 1952 was Western State production. Its immediate 
availability is also threatened. 

Future availability of lead-zinc is seriously jeopardized. The small 
mine is the first casualty of adverse conditions. Without the normal 
growth of prospects to small mines, and some small mines to big 
mines, metal reserves are depleted. Without that growth, the mining 
industry is in a state of liquidation. 

Senator Martone. You do not agree with the policy laid down by 
Mr. Ickes and followed by the State Department that you can save 
our metal and import what you need, and still be in a position to mine 
when you need it? 

Mr. Romney. No; I do not, Senator. I just received a letter this 
morning that released certain information that I had hoped to include 
in this text, and I could not because I did not have the release on it. 

Senator Matone. I hope you will submit it for the record. 

Mr. Romney. May I make it as a statement right now ? 

The Chief Consolidated Mining Co. was aske d to make an estimate 
of what it would cost them and what the time factor would be to re- 
open their mine once it was closed. Let me explain that just slightly 
further, that once a mine of that size is closed, they cannot afford to 
bear the taxload on surface improvements, and therefore capital equip- 
ment and goods are sold off. So I assume they are starting from a 
clean slate. 

Senator Martone. You mean there is no such thing as closing down 
and stopping the expense and waiting until you start a war, when 
you need the metal ¢ 

Mr. Romney. No; I treat here further with the general principle 
of maintenance and shutdown cost, which will go into that. But in 
this particular case, I asked them to start out assuming that the mine 
had been shut down and capital equipment had been liquidated. They 
estimated that it would take them 6 years at a cost of $234 million t 
get that mine back in position where it would be developing ore in new 
faces, at the bottom of the mine and the lateral extremities. 

Senator Martone. And their regular production going on? 

Mr. Romney. They would not reach that regular production before 
that period. They would have some production incident to recovering 
some of the old portions of the mine. 

Senator Matonz. You mean it would be 6 years before they were 
in production and developing new ore? 

Mr. Romney. Before they were in normal production and develop- 
ing new ore. 

Senator Matong. What is the production of this mine at the pres- 
ent time? 

Mr. Romney. The production of this mine at the present time— 
I have the figures here—10,000 tons of crude ore a month, 6,000 tons 
of lead, and 4,000 tons of zinc a year. 

Senator Matonr. How many men are employed there, for example? 

Mr. Romney. In that mine, their present employment is around 
175 to 180 men. 
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Senator Martone. So that when they close—which I understand 
from your statement they probably will be forced to do. 

Mr. Romney. If present conditions continue, there is no question. 

Senator Martone. Then those 175 men, probably mostly made up of 
men with families, are out of work, there are no taxes paid to the State 
or income taxes to the Nation over the period of years of the shut- 
down, and then in the case of an emergency the Government at that 
time, if they wanted the mine reopened, would have to furnish the 
money through some kind of a subsidy and it would take 5 or 6 years 
to get it bac kin production. 

Mr. Romney. Yes, sir. 

Senator Martone. It is a very interesting statement, and substan- 
tiates other arguments that have been made before the committee, espe- 
cially in view of the fact that this is a going concern at the present 
time. If you save the metal that you know about, to be mined only 
in wartime, and your prospects and potential mines, really when you 
start to work you are getting ready for the second war and not the 
one you are In ‘the n, as far as domestic production is concerned. 

Mr. Romney. That is right. 

Senator Matonr. Assuming that it is a normal war that we have 
been having in the last 4 or 5 years. 

Go ahead. 


NO INCENTIVE 


Mr. Romney. I would like to go to the number of mines operating. 

The price recessions of 1949 and 1950 reduced the number of pro- 
ducing lead-zine mines in Utah from 74 to 52. I would like to explain 
that the names of each individual shipper to the customs plants in 
the State of Utah were furnished our association, and we compiled 
these figures from that information. Both investors and prospectors 
were driven from the exploration field. Investment in mining is a 
gamble, even under stable economic conditions. Faced with high costs, 
high taxes on operating profits while recovering invested funds, im- 
ports flooding the market and pressing prices at a time of high de- 
mand, the investor and the prospector backed away and placed their 
money or efforts elsewhere. There is no incentive under present con- 
ditions for individuals or companies, large or small, to invest in lead- 
zinc exploration. 

Below is a tabulation of lead-zinc mines operating in Utah from 
1946 to June 30, 1953. The highlight is that in the year 1948, which 
was only 3 years after the war, and duri ing which we had had from the 
end of the premium price plan 3 or 4 years of reasonable prices and 
reasonable stability, the mines in Utah had increased from 46 at the end 
of the war to 74 in 1948—these are lead-zinc mines only. They dropped 
to 52 during the previous dumping period of 1949 and 1950, and for 
the first half of 1953 there are but 12 mines reporting any production 
in the State of Utah. Eight of those mines have less than 100 tons 
apiece. The other 4 are major producers, 2 of whom are on a strongly 
curtailed basis. 

Senator Matone. What does that represent, roughly, in decrease 
in employment? 

Mr. Romney. I have the figures over here. In mine labor, it repre- 
sents a decrease, comparing the first half of 1953 with the first half of 








STOCKPILING STRATEGIC AND CRITICAL MATERIALS 265 


1952, in actual manpower hours of employment in Utah lead-zine 
mines, of more than 40 percent. The man-hours for the first half of 
1953 as compared with the first half of 1952 were but 59.7 percent. 

In the overall industry, which takes in the milling and smelting 
operations, 64.8 percent is the comparative figure. According to the 
Department of Employment Security of the State of Utah, over the 
same period there were 2,064 men working in the mines in the first 
half of 1952, and there are 1,759 working in the mines in the first half 
of 1953. 


TREND OF EMPLOYMENT 


Senator Matonr. Assuming, for the benefit of the record—it has 
been testified many times before this committee—that the mining in- 
dustry is simply one industry out of several hundred industries 
affected likewise in the Nation through such imports—and they have 
been mentioned many times—what does this mean in the trend of 
employment ¢ 

Mr. Romney. We have made some rather careful estimates in Utah, 
and we figure for each one man employed directly in the mines, that 
it means 4 other people employed in services directly related to his 
employment in the immediate community. So for every 1 man who 
loses his job in the mines, there are 4 other men in the community who 
will ultimately lose their jobs because of the failure of that original 
income. So any factors here we can multiply by 4, so far as the 
immediate effects are concerned. 

Senator Matone. So the trend, assuming other industries are like- 
wise affected by the same principle, would be a downward trend in 
employment in the communities affected ? 

Mr. Romney. There is no question about it. 

Senator Matonr. A very serious downward trend. 

Mr. Romney. No ee about it. 

Senator Martone. That is, the economic aspect, that is to say, our 
economic structure, would ouffer. As far as the national defense and 
security and domestic production are concerned, if these imports 
happen to be from sources where the transportation lines are difficult 
to defend or impossible, then the national defense is threatened. 

Mr. Romney. May I make one more statement in conjunction 
with that. Since I have prepared this information I have put together 
a chart that assumes the extreme: That our mines are closed down 
and that we have no sea lanes open. The contention has been made 
that Canada and Mexico could supply us our lead and zinc. If we ac- 
cept that extreme possibility—and in terms of good planning it is one 
thing we should think about—if our mines are closed in the United 
States and material in South America is not available to us, we would 
be short something like 528,000 tons of new lead per year, and some- 
think like 450,000 tons of new zine per year. In other words, the total 
available supply of Mexica and Canada, if we had to depend on that 
supply wholly, taking our highest consumption year, it would mean 
528,000 tons short in lead and 432,000 tons short in zine. 

I will give you that chart, if I may introduce it into the record. 

Senator Martone. We will accept the chart, and it will appear in the 
record at this point as part of your testimony. 

(The chart referred to follows:) 
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COMPLICATIONS CONNECTED WITH MAINTAINING A MINE IN STANDBY 
AND REOPENING CLOSED MINES 


Mr. Romney. Another factor affecting future availability of lead- 
zinc is that of men trained to mine the ore and to supervise mining 
operations. Curtailment always entails loss of some of that person- 
nel, but shutting down a major portion of our mines would result in 
the loss of both miners and supervisors. Such a loss would probably 
be greater than the loss of reserves, for without trained men and 
without supervisory know-how, we would be unable in an emergency 
to efficiently mine known ore or to search for new deposits. 

In conclusion, it is pertinent to call to the attention of the committee 
to conditions inherent in underground mining operations which limit 
the time that mines can remain on a standby maintenance basis, and 
which make their reopening most difficult when once closed. 

Mines consist of openings driven through rock along ore veins 
and in the rock adjacent to the vein in order to extract the ore. The 
rock is often fractured, and therefore requires supporting timbers. 

I apologize for this, because I know you know all about it. It is 
for someone else reading the record. 

Senator Mavone. It is not for the chairman, I know, although he 
may learn some new things about the mining industry, but it will 
be studied by the other Senators and people who read the printed 
record. 

Mr. Romney. Water in many cases fills or trickles through the 
fractured porous spaces. Nature tries its best to refill the mine open- 
ings and constant attention is required to pump out the water and to 
repair timber as it weakens. 

[f a mine ceases operation there are but two alternatives: i. e., keep 
sufficient crew to operate the pumps and to repair the timber, or 
abandon the operation completely. Obviously the first is costly, 
and the second inevitably results in some portions of the mine being 
lost. 

As an example of the first, one mine in Utah was closed by strike 
in July and August of 1952. It cost $62,500 to maintain it during 
that period. The supervisory crew and technical staff were retained 
and the mine was kept unwatered. The estimated irreducible mini- 
mum cost of standby maintenance and pumping was $25,000 per 
month. The mine normally produces 10,000 tons of crude ore per 
month and about 6,000 tons of lead and 4,000 tons of zine per year. 
It is the same mine I made the estimate on as to the reopening. 

Senator Matonr. Annually? 

Mr. Romney. This is the annual production. 

Two mines in Park City, Utah, closed during mid-1952 from causes 
related to low metal prices, and have spent the following sums as 
maintenance or shutdown costs: 

One mine, from August 15, 1952, to September 30, 1953, spent a total 
of $270,400, or about $22,500 per month. 

No. 2, from July 1, 1952, to September 30, 1953, spent a total of 
$325,800, or about $21,750 per month. 

Those two mines are still on a standby basis, hoping the situation 
will be corrected so they can resume operations. 
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Company treasury or willingness of stockholders to pay assessments 
limit the time factor in sustaining such maintenance and shutdown 
costs. 

If the property is once abandoned, damage results which requires 
a great deal of time and money to repair. Often these factors out- 
weigh any foreseeable economic benefit. Remaining metal-bearing 
rock and expansion potentials are therefore lost. 

A Utah mining company — one of its lead-zine mines at the 
beginning of World War The mine was unwatered and mine 
workings. repaired to the ae necessary to reach potential develop 
ment areas at the bottom and at the lateral extremities of the mine. 
Some low-grade ore was salvaged as work progressed, but it took a 
full 6 years from time of starting before the mine was in normal 
production and doing normal dev elopment work in new ground. 

That sounds like a repetition of what I said previously about this 
mine, but it was this very same mine that I asked to make a new 
estimate on what it would cost them to reopen it under future con- 
ditions. The mine was reopened at the beginning of World War IT, 
and it took them the full 6 years to get into normal development. 

The new estimates are simply an estimate of what it would cost 
to do it over again. 

I trust that my few remarks have made it clear that present con- 
ditions threaten continued availability of lead-zinc in this country. 

The small mines have closed, and the large ones are for the most 
part operating at a loss. Continued operation under present condi- 
tions is impossible for any great length of time. Maintenance and 
shutdown costs can be sustained for but a limited time, and would be 
sustained only in the hope of near future return to favorable condi- 
tions. Abandonment would mean absolute inability to resume opera- 
tions and production in an emergency. 

Thank you. 

Senator Matonr. Mr. Romney, we thank you very much for your 
statement. You have confined your statement mostly to Utah. I 
know your observation is not confined to that State. Would you say 
that mining conditions in Utah are typical of other mining areas? 

Mr. Romney. I would answer that so far as the West is ceneiarigall 
which area I am familiar with, that is absolutely the case. Utah is in 
some cases probably more favored than others in their ability to main- 
tain themselves under present adverse circumstances. The conditions 
are generally typical of the West. 

Senator Martone. Also, you are a mining State. For a long num- 
ber of years, miners have just taken it for granted that it is a good 
operation, and the young men have been going into the business until 
recent years, when the outlook for mines has not been so good. 

So you think your State will probably be in even better condition 
than the average mining State? 

Mr. Romney. Yes, I think that is quite true. We have held possibly 
a higher percentage of our previous production through this period 
of emergency than have a number of other States, particularly Ari- 
zona, New Mexico, and Colorado. 
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OPPOSES TRADE AGREEMENTS 


Senator Matonr. You have heard the testimony here today and for 
several days. Do you agree that the Congress should reassume its 
responsibility to regulate foreign commerce and to adjust the duties, 
imposts and excises, as the Constitution directs; or do you believe that 
they should continue to extend the 1934 Trade Agreements Act, trans- 
ferring that responsibility to the Executive, the President, which has 
been operated by the State Department for about 20 years? 

Mr. Romney. To answer that question briefly, 1 believe the turning 
on the road of correction of the situation would be to allow the Re- 
ciprocal Trade Agreements Act to lapse. I believe that the root of 
the present trouble was laid in the original enactment of the act in 
1934. 

Senator MALonge. We will recess the hearing until 9: 30 in the morn- 
ing, and continue with the mining engineers of the Bureau of Mines. 

If there are any witnesses who for some reason have to leave or 
cannot be here Saturday morning, we might spend a few minutes with 
other witnesses; but for the most part, we will continue with the 
mining engineers of the Bureau of Mines. 

Mr. Romney. May I ask one more thing. I furnished two colored 
charts that are related to the statistical charts, and I would appreciate 
those being accepted in the record. 

Senator Matonr. We will accept these charts as Exhibit No. 45 
and Exhibit No. 46 of your testimony. Read the titles, please. 

Mr. Romney. Exhibit No. 45 will be “Primary Lead—Comparison 
of Domestic Production-Domestic Consumption and Imports,. 1946— 
1953.” 

(The chart referred to was marked “Romney Exhibit No. 45,” and 
was received for the record. ) 

Mr. Romney. The other is entitled “New Zinc—Comparison of 
Domestic Production-Domestic Consumption and Imports, 1946- 
1953.” 

(The chart referred to was marked “Romney Exhibit No. 46,” and 
was received for the record. ) 

Senator Matone. Your statement will also appear in the record in 
full at this point. 

(Mr. Romney’s prepared statement follows :) 


TESTIMONY OF MILES, P. RoMNEY, UTAH MINING ASSOCIATION 


My name is Miles P. Romney. My work for the past 16 years has been with 
the mining industry, as a mining geologist in both the producing and the explora- 
tion field, as a mine operator, and as manager of the Utah Mining Association, 
which position I now hold, and which group I represent before this committee. 

The subject of the availability of strategic raw materials essential to the 
industrial and military economy of the United States is both timely and im- 
portant. I plan to discuss frankly Utah’s position in relation to that subject 
and to discuss national and international conditions affecting Utah’s ability to 
continue to produce strategic minerals. As Utah has been affected particularly 
in the lead-zine field, my remarks will deal largely with those two metals. 

Tariffs have traditionally given protection to the American mining indus- 
try, but beginning January 1, 1939, with the Canadian agreement on zinc, and 
January 1943, with the Mexican agreement on lead, tariffs have been reduced 
through a succession of agreements made by the State Department under 
authority of the Reciprocal Trade Agreements Act. 
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Attached are charts showing tariff applications on lead and zine from 
1930 to the present. As the tariff is on “fixed” rate, rather than ad valorem. 
percentage protection has varied inversely with metal price changes. 

The Canadian agreement on zine reduced percentage protection from 32.5 per 
cent on ores and 37.96 percent on metals at 1938 average zinc price, to 23.48 
percent on ores and 27.40 percent on metal at 1939 average price. The Mexican 
agreement on lead reduced percentage protection from 23.1 percent on ores 
and 52.8 percent on metal at average 1942 price, to 11.5 percent on ores and 
16.3 percent on metal at average 1943 price. Lead duties have remained the 
same since the Mexican agreement, except for a short period in 1951 when 
that agreement was abrogated. Duties were again lowered in June 1951, by 
the Torquay agreement, to the same level as had been provided in the Mexican 
agreement. Zinc duties were lowered by the Mexican agreement in January 
143, and again by the Torquay agreement in June 1951. 

At present lead-zine prices, 13.5 cents and 10 cents, respectively, present duty 
on metal; i. e., 1.16 cents on lead and 0.7 cent on zine represent 7.9 and 7 per- 
cent, respectively. If the duties originally imposed by the Tariff Act of 1930 
were still in ef f 





ffect those duties of 2.125 cents on lead and 1.75 cents on zine 
would represent 15.75 percent and 17.5 percent, respectively. If the percentage 
relationship of price to duty at the time of passage of the 1930 act were in effect 
today; i. e., 38.5 percent for lead metal and 38.41 percent for zine metal, duties 
in cents per pound would be 5.19 cents and 3.84 cents, respectively, on present 
prices. 

Decreased rates of duty, increased metal prices, and costs of production have, 
since the Canadian and Mexican agreements, served to reduce the effectiveness 
if not to emasculate the protective purpose of metal duties. The result has 
been to offer our domestic metal market on a platter, so to speak, to the foreign 
producers. Metals have flooded the market when in surplus, to the detriment 
of our producing mines, and have been withheld from the market in times of 
searcity, to the detriment of the consumer. 

From 1930 to the present, many of the metals have been so affected. Particular 
cases have been complicated by factors other than duties—factors such as cartel 
actions, monopolistic government trading, currency devaluation, price controls 
by our Government, international planning groups, ete. Mercury, copper, anti- 
mony, and other minerals and metals have been seriously affected, but others 
testifying will likely discuss them. 

Prior to World War ITI this country had never imported more than 100,000 
tons of lead or of zinc in any 1 year. The accelerated war demand saw tre- 
mendous increases in imports of both metals. The rate has remained high to 
the present. Greatly increased free world new lead-zine producing capacity 
accelerated by high demand, good prices and by grants, loan and subsidies from 
the United States Government—has exceeded consumption of new metal in the 
past few years 

The 1952 Yearbook of the American Bureau of Metal Statistics shows: 














LEAD 
1946 1947 1948 1949 1950 1951 | 1952 

World mine production R 1, 438, 233] 1, 549, 216] 1, 661, 906} 1, 766, 662) 1,778, 457] 1, 886, 403 
World consumption > ; 1, 355, 700) 1, 604, 300) 1, 575, 100) 1, 457, 100} 1,894,600) 1, 798,600) 1, 727, 200 
# oe canien ; } a 
Excess of production over 
consumption..........- 80, 587° —166,067,| —25, 884 204, 806; —127,938 —20,143 159, 203 

ZINC 
World mine production 1, 735, 452) 1, 865, ous} 1, 977, ors| 2, 054, 193] 2, 229, 983) 2, 442, 928) 2, 650, 054 
World consumption 1, 690, 000] 1, 835, 800} 1, 888, 200) 1,828, 200} 2, 188, 500} 2, 278, 200} 2, 177, 600 

Excess of production over | | 

consumption - 45, 452 29, 245 88, 875 125, 993 41, 483 164, 728 472, 454 


Surplus has been absorbed to some extent by stockpiling, increase in smelter 
and consumer stocks, and in warehousing. However, the accumulated stocks, 
plus the current production surplus, have served to stimulate dumping and to 
depress prices. Most of the consumption outside the United States is in Euro- 
pean countries. Those countries do not have free markets. Imports and exports 
are carefully controlled, not through tariffs and duties, but through licensing, 








STOCKPILING STRATEGIC AND CRITICAL MATERIALS 271 


quotas, and other direct controls. There is no dumping of surplus metals under 
such control provisions. 

The surplus has had no market other than the United States. That surplus 
has reacted in our free market to drive prices down to the level at which the 
foreign producer is willing to dispose of that surplus. Our very low duties 
have not served to keep it out. The domestic producer is being literally squeezed 
out of the market between the jaws of an economic vise—volume of imports 
being one jaw, the other being prices considerably below his production costs. 

Charts are attached for lead and zinc, showing volume of consumption, 
domestie production, and imports of new lead and zine for the years 1946 to June 
80, 1953. New metal only is treated, for secondary or scrap metal availability 
would be the same for any given volume of consumption, regardless of the new 
metal source. Following is a summary of those charts illustrating the squeeze 
domestic producers are facing: 


A{nnual rate of imports, domestic production, and domestic consumption, January 
1946 to June 1953 


[New metal only, scrap excluded] 








LEAD 
Averages at annual rate 
Period Price range lp . Percent Tons, Percent Tons, 
| | ons im- 
| : of con- domestic of con- domestic 
ports, all 
sources sump- produc- sump- consum- 
- tio: tion tion tion 
Jan. 1, 1946, to Mar. 31, | 6.5-21.5 cents (14.1 cents 235, 756 35. 2 373, 123 55.8 669, 092 
1949. average). 
Apr. 1, 1949, to Dec. 31, | 10.63-17.0 cents (18.0 470, 308 63. 6 421, 277 56 753, 914 
1950. cents average). | 
Jan. 1, 1951, to June 30, | 17-19 cents (18.0 cents | 341,715 48 401, 211 56.4 712, 487 
1952. average). | 
July 1, to Dec. 31, 1952._..| 18.92-14.125 cents (15.15 | 703,730 90 365, 401 46.7 781, 900 
cents average). | 
Jan. 1, to June 30, 1953____| 14.192-12.683 cents (13.32 | 644, 102 86 358, 300 47.7 750, 000 
cents average). 
ZINC 
Jan. 1, 1946, to Mar. 31, | 8.25-17.5 cents (11.39 366,024 46.9 612, 312 77 794, 850 
1949. cents average). 
Apr. 1, 1949, to Dee, 31, | 9.32-17.5 cents (12.30 410, 068 48.3 599, 418 65. 4 915, 686 
1950. |} cents average). | 
Jan. 1, 1951, to June 30, | 17.5-19.5 cents (18.29 | 426,814 50.9 | 692,818 | 71.5 905, 767 
1952. cents average). | | 
July 1, to Dee, 31, 1952..._} 19.5-12.5 cents (13.06 | 632,720 | 74.5 | 601,812 | 70.9 849, 300 
cents average). | 
Jan. 1, to June 30, 1953_.._.| 11.0-12.588 cents (11.35 767, 248 72 | 604, 064 56.6 | 1, 066, 900 


cents average). 


The choice is clear—protection for domestic industry sufficient to maintain 
metal prices at a level reasonably consistent with its cost of production or 
abandonment of the major portion of domestic lead-zine mining. 

Scarcity and dependency on foreign sources would be the aftermath of the 
death of domestic lead-zinc mining, leaving on our doorstep stepchildren in the 
form of higher prices in peace and disastrously inadequate supply in emergency. 
Mr. Williston’s testimony on mercury eloquently forecasts the fate of other 
metals if this course is followed. 

Let me give you a few facts concerning Utah's lead-zine mining industry to 
illustrate the fact that the industry cannot long continue under present condi- 
tions affecting it. 

Bear in mind the fact most mining operations in 1946 were left with ore 
reserves greatly depleted during the war period. Since the war, inflation and 
high profit tax rates have greatly hindered replacement or building up of either 
ore reserves or cash reserves. Operators are facing the present competitive 
crisis in no better than a convalescent status. Production rate has been main- 
tained by small properties with no cash reserves have suffered heavy casualties 
to date. But let me illustrate by facts on Utah. 

Ninety-five percent of Utah’s lead-zine production is made by companies hold- 
ing membership in the Utah Mining Association. Below is shown a summary 
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of the reports furnished the Utah State Tax Commission on their receipts for 

ore and the expenditures against production. Certain expenses are disallowed 

by the State, which expenses or expensing credits (depletion) are not included 

under the heading “total deductions.’”’ Some of the major items disallowed are 
1. Salaries of corporate officers, as such. 

2. Salaries of employees outside of State of Utah. 

3. Cost of building or operating boarding houses, bunkhouses, mess houses or 
dwellings. 

Property purchase payments. 

Legal expenses. 

Interest. 

Mining royalties. 

Depletion credits. 

Cost of insurance other than workman’s compensation. 

. Transfer charges, sales charges when business not conducted in State. 


OID OV 


_ 
oo 


The 1949-50 and the first half of 1953 balances, as shown below, before the above 
“disallowed” expenses, amply demonstrate the losses sustained by the industry 
in periods when prices are controlled by the surpluses of foreign production and 
resulting excessive imports. Certainly Utah mining cannot be expected to con- 
tinue to produce at the 1952 rate of 50,000 tons of lead and 34,000 tons of zinc in 
the face of such operating deficits. Immediate availability of that supply is 
seriously threatened. 


Production and net proceeds data, Utah lead-zinc mines 


Year 


| 
| 
returns tions 
S nee 
1946 575, 799 $6, 736, 813 $9,725,751 |  —$2, 988, 
1947 | 766, 001 15, 204. 891 13, 691, 100 
1948 | 833, 642 19, 654, 713 15, 928, 754 
1949 | 890, 307 14, 397, 379 | 14, 214, 844 
1959 785, 053 11, 098, 028 | 11, 135, 36 
1951 825, 795 17, 193, 113 14. 


1952 


1953 (January-June) 


Tons ore 





5O2 


365, 634 


Net smelter 


15, 620, 338 | 


5, 315, 669 


Total deduc- 


13 


5 





Difference 





! Figures represent 95 percent of total State production. 
Sources: Utah State Tax Commission and company reports 

All western lead-zine mining is in much the same position. Fifty-nine percent 
of the lead and 58 percent of the zine produced in the United States in 1952 
was Western State production. Its immediate availability is also threatened. 

Future availability of lead-zinc is seriously jeopardized. The small mine 
is the first casualty of adverse conditions. Without the normal growth of pros- 
pects to small mines, some small mines to big mines, metal reserves are depleted. 
Without that growth the mining industry is in a state of liquidation. 

The price recessions of 1949-50 reduced the number of producing lead-zinc 
mines in Utah from 74 to 52. Both investors and prospectors were driven 
from the exploration field. Investment in mining is a gamble even under stable 
economic conditions. Faced with high costs, high taxes on operating profits 
while recovering invested funds, imports flooding the market, and depressing 
prices at a time of all-time high demand, the investor and the prospector 
backed away and placed his money or effort elsewhere. There is no incentive 
under present conditions for individuals or for companies, large or small, to 
invest in lead-zine exploration. 

Below is a tabulation of lead-zine mines operating in Utah from 1946 to 
June 30, 1953: 


Number of lead-zine mines operating in Utah 


| 








Year | Small | Medium | _ Large Total 
Dt see en pieaines cinen tains net 31 | 7 8 46 
1947 wate 60 7 7 7 
1948_. s i Lacie ieol 56 | 12 | 6 74 
1949 ; . hamenes Suniel 36 10 6 52 
1950 —_ . sae | 40 7 | 5 | 52 
1951 35 | 6 | 6 | 47 
1952 uit ‘ ‘ ‘ 21 | 3 | 6 | 31 
1953 (to Oct. 10)........---- ete oy agtntl 8 0 | 4 | 12 

















ors 
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The reduction in number of operations has been a direct result of mines 
becoming uneconomic when depressed prices failed to cover operating costs. 
Ore has turned to waste, equipment has been removed, and the mine openings 
left to flood and cave. The seedbed of Utah’s mining industry and future ore 
reserves at present lies abandoned. 

Mr. Harold E. Stassen, Director for Mutual Security, at the House Ways and 
Means Committee hearing on the Simpson bill, claimed that mergers had been 
a major factor in the reduction of the number of operating mines. To set the 
record straight insofar as Utah is concerned, there has been but one merger in 
Utah in the period above reported. That merger consisted of two companies 
consolidating in 1953, both of which companies had discontinued operations in 
1952. 

Another factor affecting future availability of lead-zine is that of men trained 
to mine the ore and to supervise mining operations. Curtailment always en- 
tails loss of some of that personnel, but shutting down of the major portion of 
our mines would result in loss of both miners and supervisors. Such a loss 
would probably be greater than loss of ore reserves for without trained men and 
supervisory know-how we would be unable in an emergency to efficiently mine 
known ore or to search for new deposits. 

The figures below show comparisons in employment between the first half of 
1952, before mine closings were numerous, and the first half of 1953. Man-hour 
data for mines, mills, and smelters were furnished by mining companies. Data 
on number of men employed were furnished by the State Department of Em- 
ployment Security. 


Man-hours worked in Utah lead-zine mines, mills, and smelters 


Ist half, 1952 | lst half, 1953 





Man-hours \fan-hours 

Utah lead-zine mines 2, 038, 568 1 1, 217, 008 

Mills and smelters 640, 157 2 519, 206 

otal 2, 678, 725 L, 736, 214 

Number of men employed 2, 604 41,759 
59.7 percent of 1952 364.8 percent of 1952 
281.1 percent of 1952. 4 67.6 percent of 1952. 

Source: State Department of Employment Security 


In conclusion it is pertinent to call attention to conditions inherent in under- 
ground mining operations which limit the time that mines can remain on a 
standby maintenance basis and which make their reopening most difficult when 
once closed. 

Mines consist of openings driven through rock along ore veins and in the rock 
adjacent to the vein in order to extract the ore. The rock is often fractured 
and therefore requires supporting timbers. Water in many cases fills or trickles 
through the fractured porous spaces. Nature tries its best to refill those openings 
and constant attention is required to pump out the water and to repair timber as 
it weakens, 

If a mine ceases operation there are but two alternatives i. e., keep sufficient 
crew to operate the pumps and to repair the timber or abandon the operation 
completely. Obviously the first is costly and the second inevitably results in some 
portions of the mine being lost. 

As an example of the first, one mine in Utah was closed by strike in July and 
August of 1952. It cost $62,500 to maintain it during that period. The super- 
visory crew and technical staff were retained and the mine was kept unwatered. 
The estimated irreducible minimum cost of standby maintenance and pumping 
was $25,000 per month. The mine normally produces 10,000 tons of crude ore 
per month and about 6,000 tons of lead and 4,000 tons of zine per year. 

Two mines in Park City, Utah, closed since mid-1952 from causes related to 
low metal prices have spent the following sums as “maintenance or shutdown 
costs” : 

1. August 15, 1952, to September 30, 1953, a total of $270,400 or about 
$22,500 per month. 

2. July 1, 1952, to September 30, 1953, a total of $325,800 or about 
$21,750 per month. 


39888—54— pt. 10-19 
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Company treasury or willingness of stockholders to pay assessments limit 
the time factor in sustaining such “maintenance or shutdown costs.” 

If the property is once abandoned damage results which requires a great deal 
of time and money to repair. Often these factors outweigh any foreseeable eco- 
nomic benefit. Remaining metal bearing rock and expansion potentials are 
therefore lost. 

A Utah mining company reopened one of its lead-zinec mines at the beginning 
of World War II. The mine was unwatered and mine workings repaired to the 
extent necessary to reach potential development areas at the bottom and at the 
lateral extremities of the mine. Some low-grade ore was salvaged as work 
progressed, but it took a full 6 years from time of starting before the mine was 
in normal production and was doing normal development work in new ground. 

I trust that my few remarks have made it clear that present conditions threaten 
continued availability of lead-zine in this country. 

The small mines have closed and the large ones are, for the most part, operat 
ing at a loss. 

Continued operation under present conditions is impossible for any great length 
of time. “Maintenance or shutdown costs” can be sustained for but a limited 
time (and would be sustained only in the hope of near future return to favor- 
able conditions). Abandonment would mean absolute inability to resume 
operation and production in an emergency. 


Senator Matone. Do you have anything else? 

Mr. Romney. No, sir. 

Senator \ rE. Tl he heari rill ste in recess i1 9:3 

Senator Matone. Then the hearing will stand in recess until 9: 30 
in the morning. 

(Whereupon, at 5: 40 p. m., Thursday, October 22, 1953, the hearing 
was recessed until 9:30 a. m., Friday, October 23, 1953.) 
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STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


SATURDAY, OCTOBER 24, 1953 


Unitep States SENATE, 
SUBCOMMITTEE ON MINERALS, MATERIALS, 
AND F uELs ECONOMICS OF THE 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 9:30 a. m., in the 
committee room, 224 Senate Office Building, Washington, D. C., Sena- 
tor George W. Malone, Nevada, chairman of the subcommittee, 
presiding. 

Present: Senator George W. Malone, Nevada (chairman of the 
subcommittee). 

Present also: Jerome S. Adlerman, counsel to the subcommittee; 
George B. Holderer, committee engineer. 

Senator Matone. The committee will be in order. 

Mr. McBride, you represent Wyoming; one of our important mem- 
bers of the subcommittee is Frank Barrett, the Senator from Wyo- 
ming. He isa fine man. Although he has been in the Senate for only 
1 year, he has already been a great help in the work of this committee. 

‘Tf you have a prepared statement, you may read it into the record. 
If you have any other material, you mi: Ly mail it in, and it will become 
a part of your testimony. 


STATEMENT OF H. D. McBRIDE, MANAGER, OXIDE DIVISION, MONO- 
LITH PORTLAND MIDWEST CO., LOS ANGELES, CALIF. 


Mr. McBrine. Thank you. 

My name is H. D. McBride. I am manager of the Monolith Port- 
land Midwest Co.’s oxide division. I have been with the company 
for 23 years, having been in charge of its aluminum oxide division for 
the past 10 years, and I will be very happy to answer to the best of 
my ability any questions occurring to you that might arise from my 
tentigoeny. 

I do wish to say, Mr. Chairman, your current investigation and 
study of the sources of critical and strategic materials for the defense 
effort is a most worthy undertaking. 

Among the numerous materials upon which you are conducting 
inv estigations as to whether reliance upon foreign sources is essential, 
it is our opinion that the raw materials presently being used for the 
production of aluminum, probably the most important single raw 
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material for defense, present a most dangerous and critical situation. 
This is the subject I wish to cover with your committee today, since 
a domestic substitute for bauxite is readily available which can prob- 
ably be made competitive. 

About 80 percent of the United States aluminum production is 
dependent upon Guiana and Jamaican bauxite. In support of that 
statement I should like to introduce for the record, if I may, with 
your permission, the Bureau of Mines Quarterly Bauxite Report No. 
30, which covers imports through the second quarter of 1953 

Senator Matone. That will be included in the record at this point 
as part of your testimony, Mr. McBride. 

(The document is as follows :) 


{From Mineral Industry Surveys, United States Department of the Interior, Bureau of 
Mines] 


QUARTERLY BAUXITE Report No. 30 
BAUXITE IN THE SECOND QUARTER 1953 


Domestic bauxite production increased 8 percent from the first to the second 
quarter of 1953, but the production level for both quarters was below the corre- 
sponding periods of 1952, according to the Bureau of Mines, United States 
Department of the Interior. Less than 4 percent of the output during the second 
quarter was mined in areas other than central Arkansas 


TABLE 1.—Production and imports of bauwite in the United States, 1948-52 
totals and 1952-53, by quarters, in long tons 


Mine production (dried equivalent) | | 
andi steals ithaca ___| General 








. : 2 Total 
ro avtn imports 2 4 
Year or quarter Alabama Total (as a Me . 
| Arkansas | and United | shipped) | SUPPY 
Georgia | States 

1948 1, 395, 341 61, 807 1,457,148 | 2,488,915 | 3,946,063 
1949. | 1, 094, 9 24 53, 868,| 1,148,792 | 2,688, 164 | 3, 836, 956 
1950 as 27,192 | 1,334,527 | 2,508,970 8, 843, 497 
1951 sladedt ; awe l, 33, 402 1, 848, 676 2, y 4, 678, 605 
1952 . . oe } 31, 3 63,214 | 3 1, 667, 047 | 3, | 35,104, 986 
1952—January-March 14, 411 426, 269 1, 274, 958 
April-June a 442, 656 15, 956 458, 612 1, 180, 313 
July-September ee 296, 781 15, 589 312, 370 1, 244, 764 
October-December ._............- 7 501, 133 17, 221 | 518, 354 1, £13, 509 
1953—January-March mae . os 365, 249 | 14, 364 379, 613 1, 703, 835 
April-June pecmeabiaeh aml 397, 042 14, 834 411, 876 i, 1, 718, 119 





1 Quarterly figures are preliminary; their sum may differ from final annual total. 
2 Includes imports of crude and dried bauxite only. Excludes calcined ore. 
3 Revised figure. 


Source: Prepared by Horace F. Kurtz, under the supervision of Frank J. Cservenyak, Chief, Light 
Metals Branch, Minerals Division. 


Imports increased 20 percent in the second quarter to attain the greatest quar- 
terly total in history. Receipts from Jamaica surpassed the rate of 1 million 
tons per year and provided most of the increase during the April to June period. 
The first shipment of ore to the La Quinta alumina plant of Reynolds Metals 
Co. arrived in April. In addition to the date in table 2, 23,120 long tons of 


calcined refractory-grade bauxite was imported from British Guiana during the 
second quarter. 
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TABLE 2.—United States general imports and exports of bauxite, 1948-52 totals 
and 1952-53, by quarters, in long tons (as shipped) * 








Exports (ores 
Imports (crude and 1 and concen- 
trates 
Year or quarter 
an di Indot Jamaica Su m ul 4 Canada} Total ¢ 
14, 764 3n 79 0 265 » 488, 91 53, 275 4, 113 
19, 821 575 7 l 187 ?, 688. 164 31, 269 3+, GOR 
91. 381 47, 457 16", 30 2, 508. 970 | 44, 003 15, 406 
197.477 35, 300 9 318 917 ? 299, 999 89, 038 89. 948 
19 5178, 379 19, 425 264, O88 | §3, 093, 145 3, 497, 939 | 40,911 41, 329 
952—January- Maret 47, 610 19, 425 780, 111 818, 689 | 13, 608 13, 815 
A pril-Jun 37, 193 1, 281 57 O56 701 9. 765 10, 072 
July-September 52, 137 168, 683 766, 386 982, 394 7, 964 & 267 
October-December 5 41, 439 134, 024 5 818, 692 994, 155 &, 674 9, 175 
1953—Januarv—March 18, OS7 180, 120 26, O45 974, 922 7, 328 7, 497 
April-June 28, 875 326, 513 750,855 | 1, 106, 243 & #96 


! Data from U.S. Department 
? Excludes calcined bauxits 


Includes crude, dried, calcined, and acti 


‘ Includes all other countries 
5 Revised figure. 
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World production data which will be published in the Bauxite Chapter of Min- 
erals Yearbook 1952 have been included in this report as an advance release. 


Expanded bauxite production 
Jamaica provided most of 17 percent world increase in 1952. 


in Surinam, 


Hungary, 


British 


Guiana, a 
An estimated 59 


nd 


percent of the total output was mined in 5 countries of the Western Hemisphere, 
16 percent in the U. S. S. R. and two satellite countries, and 25 percent in 13 


other countries. 


TABLE 3. 


-World production of bauvite, by countries, 


[Compiled by Lee 8. Petersen] 














1947-52, 


in metric tons’ 


Country 1947 1948 1949 1950 1951 1952 

Australia_ 4, 956 ), 377 3, 523 5, 166 7, 344 
A ustria_ 6, 526 616 7, 795 15, 180 
Brazil 6, 735 16, 213 , 570 19, 033 (2 
British Guiana 1, 318, 190 1, § 1, 785, 860 l , 831 2, 034, 888 2, 426, 264 
France 680, 123 785, 321 ), 228 1, 124, 400 1, 115, 000 
French West Africa , 125 109, 750 
Germany, West 18, 000 4 10, 000 2, 439 166 (2) 
Gold Coast * 97, 437 133, 055 147, 340 , 793 131, 404 75, 562 
Greece ¢ 44, 238 48, 852 , 448 197, 660 348, 591 
Hungary ¢ 340, 000 450, 000 550, 000 570, 000 (2) Q 
India 18, 835 22, 512 43, 224 55, 433 68, 123 2 
Indonesia 24, 559 437, 822 678, 138 143 642, 316 560, 671 
Italy 171, 083 153, 711 104, 852 , 384 174, 014 281, 458 
Jamaica 4 350, 000 
Malaya, Federation of 22, 146 
Mozambique 2, 960 R57 1, 369 4, 336 3, 329 Qa 
Rumania 4 600 800 1.000 1,000 (2) (2 
Spain 5, 822 6, 805 11, 962 12, 186 10, 581 5, 952 
Surinam 1,798 588 2, 149, 906 2, 126, 654 2, 080, 657 2, 671, 330 3, 153, 790 
Taiwan (Formosa) 4 10, 000 Q 
U.S. 8S. Rut 500, 000 600. 000 650, 000 750, 000 (2) C2 
United States (dried equiva- 

let of crude ore 1, 221, 348 1, 480, 535 1, 167, 23 1, 355, 946 1, 878, 347 1, 693, 803 
Yugoslavia 87, 629 136, 476 345, 200, 892 453, 357 577, 196 

Total. 6, 319, 000 8, 359, 000 8, 478, 000 8, 370,000 | 10, 984, 000 12, 837, 000 


This table incorporates a number of revisions of data published in previous bauxite reports 
2 Data not available; estimate by author included in total. 
3 Exports. 

4 Estimate. 
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Mr. McBrivr. I might comment upon the relationship of imports 
to tot: al bauxite consumption in the United States by saying that it is 
my understanding from the Bureau of Mines, the total United States 
domestic production includes production of bauxite going into chem- 
icals, abrasives, refractories, et cetera, and when considering that as- 
pect, imported bauxite for aluminum production is 80 percent of the 
total used in the United States for that purpose. This compares with 
73 percent for the second quarter of 1953, as reported in the Bureau 
of Mines report which considers bauxite for all uses. I wish to make 
that explanation. 

Upon completion of new metal production plants now under con- 
struction and to be constructed to meet the ever-increasing demands 
of the defense effort, over 80 percent of its production will be depend- 
ent upon foreign bauxite in the absence of corrective measures. There 
is no adequate stockpile of bauxite or metal, nor is one likely to come 
into existence. 


EFFECT OF SUBMARINE ACTION ON BAUXITE SUPPLY LINE, WORLD WAR II 


German submarines during World War II reduced bauxite imports 
from the Guianas in South America to a modicum and Russia is today 
many times better prepared. Current Communist power moves in 
British Guiana, when considered in connection with Communist 
activities in Jamaica during the past 2 years, underscore all the more 
the vital need for domestic sources of raw material for aluminum 
production. 

In that connection I would like to insert three exhibits. I should 
like at this time to read a part of the first exhibit. This is written in 
an open letter by Her Brittanic Majesty’s Consul General in Los 
Angeles, to the Los Angeles Examiner on October 16, 1953, heading, 
“British Guiana” 

Americans as well as Britons who have been alerted to the importance of 
events in British Guiana will also have taken note of the plan to “unite the 
three Guianas—French, Dutch, and British’—under a cynically misnamed peo- 
ple’s government. 

Proclaimed by leaders who have recently returned from one international 
Communist meeting and planned to attend another; led by one who only came 
to British Guiana 5 years ago; and sparked by a woman whose affiliates are not 
in doubt, this scheme would deprive America of most of the bauxite for her 
aluminum ; of industrial diamonds invaluable to the country’s rearmament, and 
of columbite essential to jet aircraft engines. 

Senator Matonr. Do you think we could develop a State Depart- 
ment which would tend to its duties with respect to the nations of 
the Western Hemisphere? It might be that a little nation with no 
military power whatever would probably elect to go along with us, and 
would be far more valuable to us in time of war than a nation fifteen 
or twenty thousand miles away ? 

Mr. McBrine. Perhaps so, Senator, but I don’t believe it is a ques- 
tion of what the little nation, as such, would prefer to do. Rather 
it is a question of what course the people themselves, who are, in these 
Latin American countries, easily preyed upon by Communist influ- 
ences, will follow that makes it so dangerous. Political parties and 
labor unions, if Communist controlled, ‘and there are some not with- 
out power in these countries, would not be influenced by what our 
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State Department did or did not do. The danger lies in their ability 
to call labor strikes and sabotage production plus the fact that com- 
plete control of the governments involved aaa give them exactly 
what they are after—depriving us of raw materials essential to our 
defense. 

Senator Matone. The article of the Consul General will appear in 
the record now. 

(The article is as follows:) 


{From the Los Angeles Examiner, October 16, 1953] 


British GUIANA 


To the Los Angeles Examiner: 

Americans as well as Britons who have been alerted to the importance of 
events in British Guiana will also have taken note of the plan to “unite the 
three Guianas—I*rench, Dutch, and British’—under a synically misnamed peo- 
ple’s government. 

Proclaimed by leaders who have recently returned from one international 
Communist meeting and planned to attend another; led by one who only came 
to British Guiana 5 years ago, and sparked by a woman whose affiliations are 
not in doubt, this scheme would deprive America of most of the bauxite for 
her aluminum; of industrial diamonds invaluable to the country’s rearmament, 
and of columbite essential to jet aircraft engines. 

Add to this crippling blow a base for Moscow’s operations in the very center 
of the Caribbean, from which submarines could effectively destroy inter-American 
shipping, and a clear picture is afforded to both our lands of the cold-war 
strategy of our common enemy; aimed at depriving America first and foremost 
of raw materials essential alike to peacetime prosperity and self-defense. 

As in Central Europe and elsewhere the people of the Guianas would be 
unwitting and helpless victims of such machinations. 

R. H. Hapow, 
H. B. M. Consul-General. 

Senator Martone. It seems to me no problem is presented in South 
America if we handle our public relations in a reasonable manner 
because since 1838 when the Monroe Doctrine was promulgated we 
have been responsible for their safety. They would have been overrun 
long ago if we had not lived under that doctrine. We have not with- 
drawn the doctrine. There have been some treaties made but we are 
still responsible for their safety. We have been witnessing probably 
one of the last trips halfway around the world to South America by a 
colonial-minded nation. At least I hope so. But it goes to show 
how far we have moved since President Monroe promulgated his 
doctrine. 

Mr. McBripe. Yes, sir, it does. We do not pretend to have the com- 
plete answer down in these countries, or what will happen in an emer- 
gency. Wecan only guess or conjecture as anybody else. But we seem 
to be getting into a situation, if I may, that this country should be and 

‘an be made independent of any risky unassurance of a vital material. 
Iti is elementary sense that it would be cheap insurance. 

Senator Matonr. Yes, I will only say in regard to that country, we 
are the only market they have for practically all their material. When 
the nations controlled by the empire sell materials, it is mostly to us. 
It would be like someone taking over Canada and controlling it and 
forcing them to produce, and then this third party sell it to us. It is 
happening all over the world. 

I am very much convinced that it is a temporary thing because from 
now on it does not seem to me, and I have watched this thing for 30 











250 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


years, there is going to be any profitable operation in a colonial-slavery 
nation. People are too smart. If we are half as smart as we think 
we are, our public relations certainly will take care of South America. 
Go ahead. 

Mr. McBripe. I would like to request to insert an article by Fulton 
Lewis, Jr., published in the October 21, 1953, papers. 

Senator Matong. It will appear in the record at this point. 

Mr. McBrinr. I have also another exhibit, “Aluminum May Have 
Influenced Enemy Action.” 

Senator Matone. It will be accepted as part of your testimony and 
appear in the record at this point. 

(The documents are as follows :) 


WASHINGTON REPORT 
(By Fulton Lewis, Jr.) 
|Copyright, 1953, King Features Syndicate, Inc.] 


WASHINGTON, October 20.—Current unrest in British Guiana again points 
up the potential dangers to the United States in relying on overseas areas for 
bauxite, the basic raw material from which aluminum is made. 

The biggest bauxite source of supply area for the burgeoning aluminum pro 
duction industries in both the United States and Canada are British Guiana, 
next-door Surinam, and the British Island of Jamaica. Those areas furnish 
more than half the necessary bauxite. 

Most ofthe British Guiana bauxite goes to the Aluminum Co. of Canada- 
Alcan. Surinam, more commonly known as Dutch Guiana, is the biggest supply 
source for the Aluminum Co. of America—Alcoa. Alcan and two other United 
States producers, Reynolds and Kaiser Metals Co., are developing Jamaican 
bauxite facilities. 

Reynolds also has purchased substantial bauxite properties in British Guiana 
itself, giving that company, at least, a vital interest in the current troubles. 
Even aside from that, United States fabricators use a substantial part of Alcan’s 
production, so that any stoppage of bauxite production in British Guiana 
eventually would chain reaction to this country. 

Thus far, there have been no hints of any difficulties in Surinam, however, 
Alcoa officials admit privately that they are keeping a wary eye on the situation 
there, and that they have suggested, quite unofficially, that the State Depart- 
ment would do well to keep our consulate at Paramaribo, Surinam, at a three 
man level rather than cutting it to two, as planned. 

Jamaica also has been quiet thus far, but it is conceivable that British 
Guiana’s unrest might spread to it. In fact, the most influential labor and 
political leader in Jamaica, Alexander Bustamente, already has said that he 
refrained from calling on his followers to support the British Guiana uprisings 
only because those troubles apparently are Communist inspired. 

“Perhaps in the near future,” Bustamente is quoted as saying, “I, too, will 
demand complete self-government (for Jamaica) in the British commonwealth. 
And if British troops try to land here, as they did in Guiana, they will have to 
shoot me down first.” 

His comments do not bode well for the chances for continued peaceful pro 
duction of bauxite in Jamaica. 

However, the possibility of bauxite production being interrupted by native 
unrest in any of these places is a mere nothing compared with the possibility 
of what could happen in event of world war III. 

A foretaste of it came in the early days of World War II, when Hitler’s sub- 
marines wreaked such havoc on American ships in the Caribbean. 

Russia is known to be building a huge fleet of new, modern submarines. We, 
of course, have new means of combating and destroying them, but the effective- 
ness of these new means is a question that could be answered definitely only 
by wartime operations—a test we all hope will never take place. 

Actually, a little more than 60 percent of the bauxite used by United States 
aluminum producers is imported, most of it from the Caribbean area. Alcan 
imports all of its bauxite. 
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The other thirty-odd percent of the United States industry’s bauxite is pro- 
juced domestically, most of it in Arkansas. Even that, however, is refined at 
elatively high cost from low-grade ores, the only kind found in this country. 

Four experimental plants were built by the Government early in thse last war, 
when the Nazi subs were doing their worst damage, to try to produce alumina 
from various other kinds of clay. Alumina is a between-stages product normally 
made from bauxite, and itself then made into aluminum. The experiments were 
not successful, however, and only one of the plants—at Laramie, Wyo.—still is in 
eperation. Even it probably will be closed down and sold as surplus some time 
next year. 

The disturbing lesson in Britain’s present troubles in Guiana is that if war 
should come, we might be faced not only with the submarine threat, but also 
with the threat of Communist uprisings at the supply source. The United States 
aluminum industry would be in a bad way—and the Canadian industry would 
be worse. 

Domestic bauxite production probably could be increased sufficiently to meet 
the most urgent needs, but that would be about all. Civilian production probably 
would go out the window. 


{From the Richmond (Va.) Times Dispatch, October 18, 1953] 
ALUMINUM MAY HAVE INFLUENCED GUIANA ACTION 


GEORGETOWN, British GuIaANaA, October 18.—Was aluminum a factor in Bri- 
tain’s recent action ousting the colonial government here, which London charged 
was trying to set up a Communist state? 

A great many here think the answer is yes. Furthermore, they insist Presi- 
dent Eisenhower probably supported—if he did not actually urge—the action. 
In any case, Washington uttered no criticism. 

Two aluminum companies operate in British Guiana, and the industry is of 
the utmost importance to its economy. 

One is the Aluminum Co., of Canada, which operates what it terms the greatest 
bauxite-treatment plant in the world. The other is Reynolds Metals, of the 
United States, which says it is not shipping regularly, but is engaged in getting 
its plant in shape for future operations. 

Both mine bauxite, which produces aluminum. The Canadian firm is a really 
big operation. 

At present, bauxite is in abundant world supply, but if London’s fears were 
correct it would obviously disturb Washington to think of British Guiana pro- 
duction falling into Communist hands. 

In addition, the Canadian firm produces at its MacKenzie plant 250,000 tons 
annually of special bauxite used in the abrasive and refractory industries, and 
it is strtegic. 

Canadian has 2,500 employees, Reynolds nearly 500. The town of MacKenzie, 
of 10,000 poulation, was begun in 1917. It was completely built by Aluminum 
of Canada, which operates here as the Demara Bauxite Co. 


LIME-SODA SINTER PROCESS OFFERS A SUBSTITUTE FOR BAUXITE 


Mr. McBrive. The Monolith lime-soda-sinter process affords an 
unlimited volume of high quality alumina from domestic sources other 
than bauxite. 

A Government-owned semicommercial alumina plant at Laramie, 
Wyo., designed and constructed by Monolith during the last World 
War, will soon be disposed of by General Services Administration. 
It was constructed for intended operation to prove without question 
of doubt whether alumina could be competitively produced from in- 
exhaustible domestic materials. It has never been operated on a sus- 
tained quantity basis necessary to the proving of sided badiée costs, 

The process can probably be made competitive in the United States 
and the rest of the world by operating the Laramie plant, and others 
to be constructed, based on proof that can be developed therein. 
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The 83d Congress, Ist session, made a worthy decision that the Lara 
mie plant should be transferred for immediate production of alumina 
by private — try, following its release by the Bureau of Mines. 
The Bureau of Mines will have completed its current alumina re- 
search program in the plant on or before June 30, 1954, and release 
the plant to General Services Administration for disposal. 

Monolith is able to finance the purchase of the plant and its needed 
full scale and sustained operation for the production of alumina from 
native materials, and is confident the process can be made financially 
successful. It seeks no governmental financial aid. 

Since the plant is to be disposed of by General Services Administra- 
tion, it is to the best interest of the public that disposal is made with 
the condition that it be used solely for the production of alumina in 
accordance with congressional intent, and not submitted to competi- 
tive bidding without regard to prospective use or removal from its 
site. 

The principal value of the plant in the Government’s considerations 
for disposal is its use to expand alumina production at Laramie and 
elsewhere using domestic raw materials. Its considered value should 
not be confined solely to a questionable best possible dollar return that 
might otherwise be obtained without regard to prospective use. 

Monolith has been and is willing to negotiate now with General 
Services Administration upon either a lease or purchase of the plant 
and assets, so that, upon its release by the Bureau of Mines, all neces- 
sary legal instrument will have been disposed of. This would avoid 
any prolonged shutdown of the plant and costly protection and main- 
tenance expenses being incurred by the Government following the 
Bureau of Mines’ exist. But General Services refuses to negotiate. 

A national crisis would make it essential that the Government, 
through the Bureau of Mines, have available information as to all 
progress made in the Laramie venture by private industry. This is 
provided for in the statement of congressional intent in regard to the 
property. 

Monolith has the know-how and the exclusive patented processes for 
which the plant was built and for which it only is adapted, and its ac- 
quisition and operation by Monolith will in no manner prejudice the 
Monolith-RFC lawsuit. 


ALUMINUM NEEDS 


Particulars on these points are now covered in detail. 

The safety of the Nation depends upon the armed services and the 
manufacturers supplying them having adequate supplies of aluminum 
in a crisis: While this is self-evident, it is helpful to review the 
aluminum situation during World War II. The Nation’s need for 
an abundant supply of aluminum was dramatic: ally demonstrated in 
the effort to obtain enough aircraft to drive the Nazis from the air. 
During this war there were anxious periods, as everyone will remem- 
ber, when it was only by a hair’s breadth that the United States Air 
Force was able to get enough planes into the air to successfully offset 
the enemy’s armada. This was epitomized in the Attorney General’s 
letter to the Committee on Military Affairs, United States Senate, 
transmitting a survey entitled, “The Aluminum Industry” (79th 
Cong., 1st sess., S. Doc. No. 94, September 19, 1945, pp. 20-24) : 
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When the national defense production program Was inaugurated in June 1940, 
and for a long time thereafter, the anti-Axis nations were most dangerously 
deficient in airpower. Aircraft became the main focal point of the production 
program in this country. Aluminum, accounting for three-fourths of the weight 
of a military plane, immediately became one of the most essential war materials. 
In a real sense the airpower of Britain and France, and later on our own, de 
pended on the prompt planning of an adequate aluminum-production program 
in this country. 

The Nation was caught short in aluminum early in 1941, before that condi 
tion developed in any other major war material. The shortage forced the mili- 
tary services to seek substitute materials which were less critical in supply. 
This emphasis in conservation of aluminum obstructed production because it 
required the redesign of many components of planes and other military equip- 
ment. All this had to be done during the critical war production years. Im- 
provement in military equipment was also inhibited by the shortage. By 1941 
naval architects had developed a new destroyer, faster, more maneuverable, 
and carrying more armorplate and guns than the current type. Henry Kaiser 
Was ready to build them and the Navy wanted them. But the plans were 
shelved because of the large amounts of aluminum required per vessel. 

With Russia’s development of the atom and hydrogen bombs, we 
today depend upon mass aircraft made from aluminum even more 
than during World War Il. Because of this hydrogen bomb threat, 
it is reliably reported th: at instead of making further cuts in the mili- 
tary budget as formerly planned, the administration contemplates in- 
creasing it, particul: arly for the Air Force which will probably get an 
additional $2 billion next year. 

So pressing has become the Nation’s need for aluminum that the 
Government has given many inducements during the past 3 years to 
private industry to enlarge capacity. Despite a most generous Gov- 
ernment subsidy program in disposing of its wartime plants, and the 
continuing good times e xper ienced following the end of the last war, 
by 1950 the aluminum production capacity had fallen off 40 percent 
from its wartime peak—from 1,197,350 tons per year in 1945 (S. Doe 
94, 79th Cong., 1st sess.) to 727,075 tons in 1950 (Judge Knox opinion, 
June 2, 1950). 

This alarming situation caused the Government to underwrite a 
program of plant expansion to increase capacity by 1 million tons 
per year—138 percent. Eighty-two and one-half percent of this needed 
capacity (852,200 tons) has been certified and approved by the Govern- 
ment and has been substantially completed during the past 3 years. 
The remainder of the 1 million ton target still required to meet the 
very minimum of defense needs is yet to be certified. 


ALUMINUM SCARCITY 


Yet, aluminum is still a scarce metal. It is the opinion of some ex- 
perts that nothing now planned or under way through Government or 
private industry in the United States today will provide sufficient 
metal to meet the needs of even limited defense uses, save precious 
lives, and satisfy reasonable civilian demands. There appears to be 
almost complete unawareness of the absolute necessity of providing 
now all the aluminum capacity required for war day, and, more im- 
portant, a raw material source not dependent upon foreign bauxite. 

Aluminum is a relatively new metal; that, together with its oli- 
gopoly control, is one main reason why it is so scarce. Until very re- 
cently, it was manufactured in limited quantities by only one com- 
pany, Alcoa, ever since its discovery about 50 years ago. Only dur- 
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ing the past 10 years have 2 new producers, Reynolds and Kaiser, en- 
tered the field and only then as a result of huge subsidies and govern- 
mental patrimony showered upon them. The cost of these subsidies 
to the American people aggregates over $1 billion; yet the shortages 
still exist. 

Domestic reserves of bauxite dangerously depleted: Recent infor- 
mation indicates that this remaining 200,000-ton expansion has not 
yet been certified and brought into existence, even with the many finan- 
cial inducements offered by the Government, for the major reason 
that there is a lack of available bauxite not under the control of 
Alcoa, Reynolds, or Kaiser, either in this country or abroad. 


SEEK SOURCES ABROAD 


Bauxite is the only raw material from which aluminum has to date 
been commercially produced in the United States. Only a few years’ 
supply of domestic commercial grade bauxite remains, principally in 
Arkansas, resulting in the fact that 80 percent of the present industry’s 
requirements are being imported from South America and Jamaica, 
In a few years’ time the industry will depend 100 percent upon im- 
ported bauxite following final depletion of the Arkansas reserves un- 
less the readily available domestic substitutes are utilized. 

Reynolds Metals Co., with one of the country’s largest reduction 
plants located in the heart of the domestic reserves at Jones Mill, 
Ark., announced on October 1, 1953, that it has started developing 
bauxite reserves in Haiti for a source of supply in addition to 750,000 
tons per year it is now producing in Jamaica. This together with 
Kaiser’s development of Jamaican bauxite deposits and Alcoa’s heav y 
imports from Dutch Guiana in South America underscores all the 
more the dangerous domestic deficiency. 

If bauxite imports were cut off, the United States would be forced 
to try desperately to meet requirements by mining bauxite for both 
American and Canadian needs from Arkansas deposits if there are 
no plants to process anorthosite and clays for alumina. 

Most of the remaining bauxite reserves in Arkansas are highly in- 
accessible in that they require heavy stripping or shaft sinking and 
drifting for development. In an emergency there would be lack of 
time and lack of specialized stripping and mining equipment. Some 
bauxite deposits which can be mined out in a month require 6 months 
to strip the overburden and to expose the bauxite. 

At the present time the plant at Hurricane Creek is being supplied 
only partly from mines actually operating in the Little Rock district. 
The halaiee of it needs even now are coming from Government 
stockpiles, 

Moreover, if it were necessary to maintain the North American 
aluminum industry with bauxite at the expanded rate of production 
of the mobilization program from domestic sources, it would be im- 
possible to do so from Arkansas bauxite. The expanded program 
calls for 1,727,000 tons of metal per year for the United States, and 
784,300 tons for Canada. This would require at least 11 million tons 
of bauxite per year. 

There is no adequate provision for ore reserves in the present mo- 
bilization program to supply alumina plants in the event access to 
imports is denied. The Arkansas bauxite reserves are only usable 
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2 of 7 North American alumina plants because of their low 

mina and high silica content: for example, the plants, at Mobile, 
Baton Rouge, East St. Louis, Corpus Christi, and Arvida, Q 
Canada, do not have lime-s da-sinter pl ints essential to the utilization 


Arkansas ores. 
[INADEQUATE RESERVES 


Furthermore, total reserves of bauxite in Arkansas are inadequate 
even if they were readily usable. 

In that regard. I would like to add that in early 1953 the following 
expert witnesses testified in the U nited States district court at Los 
Ange les, during the Monolith-RFC rial, as to the admitted inade 


quacy of domestic bauxite to meet the national demand: 

Mr. Arthur F. Johnson, aluminum consulting engineer, “sgl isly 
employed by Alcoa and Reynolds, presently employed | by Olin Indus- 
tries, in its contemplated entry into the aluminum business. 

Dr. R. S. Sherwin, vice president, Reynolds Metals Co. 

Mr. D. D. Blue, Assistant Chief, Light Metals Branch, Bureau of 
Mines. 

There is no conflict in their evidence that the total domestic supply 
of bauxite is about 3914 million tons. 

Incidentally, that figure is confirmed by the report of the Paley 
Commission. This includes high grade and low grade and if it were 
leisurely used, i. e., mixing the low grade (approximately 13 percent 
silica) with the small amount of remaining high grade (6 percent 
or less silica), or with imported bauxite, approximately 9 million tons 
of aluminum could be produced from it. 

With present projected United States aluminum production of 
1,727 million tons per year, this would represent a 5-year supply. 
Add Canada’s projected production of 784,300 tons, and you have 
2,511,300 tons per year total metal production for the North American 
continent, which represents a 314-year supply of domestic bauxite at 
the very most, assuming that the military would not require addi 
tional metal production in the event of an emergency. 

In fact, recent information indicates very greatly expanded defense 
uses for aluminum, such as mobile airstrips, vast radar screens, 
redesigned ships, planes, motive power, and transportation. Treas 
ury Secretary Humphrey announced publicly this month that the old 
defense program was too costly, that Defense Secretary Wilson has 
devised a new one which will double our defense at half the cost. 
This indicates the consummation of a long-planned proposal to mod- 
ernize the Nation’s defenses through the utmost practical use of 
aluminum. It would be a practical defense answer to the H-bomb 
threat. 

Previous targets of defense needs for aluminum are far below what 
these new demands would require. For instance, the Joint Chiefs of 
Staff may soon raise the short-term airpower target from 120 to 127 
wings. 

Considered in this light, the life of the domestic bauxite reserves 
would be reduced to practically nothing. The question would be 
resolved only by 100 percent dependence upon dangerous foreign 
bauxite sources or the complete development of the country’s unlimited 
reserves of anorthosite and clay. 
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ALCOA’S REPLY 


Alcoa stated in its “Reply to the Surplus Property Board’s Report 
of September 21, 1945, With Respect to the Disposition of Govern- 
ment-Owned Aluminum Plants and Facilities” that: 

sauxite is scarce in the United States but is found in practically inexhaustible 
quantities in many foreign countries. * * * 

Alcoa’s ownership of aluminum-grade bauxite deposits in the United States 
in 1940 constituted less than an 8-year supply at Alcoa’s 1939 rate of production 
of aluminum. This small reserve has been so seriously depleted by the extraor- 
dinary requirements of war, that, as is shown in the report—the domestic bauxite 
reserves of commercial grade approximate only a 2-year supply for peak war 
requirements, except as this period can be extended a short further period by 
utilizing the Sinter process developed by Alcoa, Alcoa owned less than half of 
the small quantity of known deposits of aluminum-grade bauxite in the United 
States in 1940. 

No adequate stockpile of bauxite or metal exists or is likely to come 
into existence: We are reliably informed that the stockpile of bauxite 
and metal previously programed by the Government has not come into 
actual existence. Rather, the aluminum industry has consumed most 
of the bauxite and metal produced to maintain its past and current 
production. This is not surprising, in the case of bauxite, if careful 
analysis is made of bauxite requirements for the present expanded but 
limited aluminum production program. With 1,727,000 tons per year 
of primary metal to be produced in the United States, a very minimum 
of 6,900,000 tons per year of bauxite would be required. With at least 
80 percent of this being imported, 5,500,000 tons represents necessary 
foreign supply. If the foreign supply were increased by 20 perc ent, 
or by 1,100,000 tons per year—and it is doubtful whether this could 
be done when considering the attendant mining and transportation 
problems—it would take over 6 years to stockpile even enough to 
maintain the reduction industry for 1 year, and about 20 years to 
stockpile a sufficient amount for a 3-year period of metal production. 

Because of its huge bulk and the tremendous current demand of 
the aluminum industry, stockpiling of bauxite for any extended emer- 
gency use is wholly unfeasible and uneconomic. 

As for the presumed metal stockpile, it is doubtful that any sub- 
stantial amount has been laid away to cushion the shock of an 
emergency, since aluminum has been in critical short supply for the 
past 5 years with many independent fabricators being forced to the 

wall or out of business from inadequate supplies of met tal. 

German submarines during World War II reduced bauxite imports 
to a modicum, and Russia is many times better prepared: This brings 
us to the central point of the question concerning our need for a 
domestic source of alumina. Until we have such a source of supply 
within the continental United States, the Nation is vulnerable in 
probably the most important single raw material for defense. 

Instead, if past experience proves true again, the aluminum industry 
will continue to live from hand to mouth on currently produced 
bauxite, mostly imported. Then, when an emergency strikes, there 
will be the critical danger of our inability to bring to our shores suf- 
ficient bauxite to keep “the aluminum plants running. In turn, our 
aircraft and munitions plants will fail to produce their required 
volume of defense goods on time for our fighting forces to make the 
most effective use of them. This could prove most costly both in 
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human lives and in the welfare of the country. It could even prove 
more costly than that in the loss of the de fense effort itself. 

Lest this be considered as alarmist talk, the records of hearings 
before numerous congressional committees are replete with evidence 
of the destruction wrought by German submarines on bauxite cargoes 
during World War II. For instance, Mr. Oliver C. Ralston, of t 
Bureau of Mines, testified in 1947 before the subcommittee of the Com- 
mittee on Public Lands, United States Senate, on the investigation of 
national resources, at page 2 

We were decidedly embarrassed along at the beginning of 1943 when, of the 
GO ore boats that were bringing aluminum ore from the north coast of South 
America to the United States, we reached a point where 52 out of the 60 had been 
sunk. No one dared to breathe the situation at the time to the people, or, more 
important to the enemy. 

In addition to these 52 sunken bauxite boats—almost the entire 
fleet—the record shows that 48 or more naval escort vessels were like 
wise sunk trying to protect the bauxite cargoes. 

Again, at page 17 of the September 21, 1945, Report of the Surplus 
Property Board to the Congress on Aluminum Plants and Facilities, 
it is stated: 

During 1942 and 1943, the submarine campaign was extremely effective 
against bauxite ships in the Caribbean, more than 100 vessels being destroyed 
in addition to convoying ships. The threat to bauxite imports led to a Govern- 
ment-financed program of 4 semicommercial plants to produce alumina from 
domestic clays and other ores, 

(One of these was the Laramie, Wyo., semicommercial plant.) 

Special Study No. 22 of Historical Reports on War Administration 
on “Aluminum Policies of the War Production Board and Predecessor 
Agencies, May 1940 to November 1945,” as issued by the Civilian 
Production Administration on July 15, 1946, states at pages 194-196 
that: 


Concern over the heavy reliance of the aluminum industry on imported bauxite 
had been expressed as early as the summer of 1941. Imports continued to supply 
the bulk of the bauxite used in the United States until Pearl Harbor, but enemy 
submarine activity in the Caribbean early in 1942 so far reduced the amount 
received from the Guianas that by March the import total was 30 percent below 
the November 1941 rate. In addition to the bauxite losses occasioned by the 
ship sinkings in the Caribbean, imports further declined through the spring of 
1942 due to lack of available shipping. 

All of this devastating and costly destruction was caused only by 

. fraction of the present-day Russi: an submarine strength. The No- 
a 13, 1951, edition of Brassey’s Armed Forces Yearbook cited 
that, according to United States naval sources, Germany had only 50 
submarines in 1942 whereas Russian submarine strength was estimated 
at 380 vessels with at least 120 more under construction. Likewise, 
your committee report on Senate Resolution 143, authorizing this in- 
vestigation, states, as you know, at page 4: 

It will be remembered that during the last World War the Germans almost 
succeeded in severing our sea communications with our Buropean allies and in 
this manner bringing the war to an expeditious end. 

In this reference it should be noted that the Germans at no time possessed 
more than 150 working submarines at the most effective period of their undersea 
campaign. Moreover, these submarines, as dangerous as they were, possessed 
many deficiencies as compared to new modern types. They were compelled to 
surface frequently, were slow and susceptible to the technique worked out by the 
British and American Navies for locating and destroying them. 
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The Russians are reliably said to possess a fleet of some 350 of these undersea 
craft. Many of these are of the very newest type, built from the latest in Ger- 
man discovery and design. These submarines, not yet in being when the war 
ended, are equipped with snorkel breathing devices, which enable them to sub 
merge for weeks at a time, and causing the problem of location for our Navy 
hunter-killer teams to become acute. They are fast enough to outrun most 
surface carriers. Equally as important, they can fire their torpedoes well out of 
sonar range, adding immeasurably to their effectiveness as an attack instrument. 

Again, the military thinkers with whom we have consulted concede the grave 
possibility that our capacity to protect cargo and merchant carriers against these 
predatory killers in wartime leaves much open to doubt. * * * 

The attached map, Bauxite Ore Supply Lines, illustrates the vulner- 
ability of bauxite imports to the United States and Canada. 

(The map is herewith inserted.) 


VALUABLE SUPPLY LINES 


Mr. McBripe. While a small portion of the North American Indus- 
try’s supply today comes from Jamaica, there is still a 1,300-mile 
water haul to the closest United States port on the Gulf coast. Such 
a supply line is, in all probability, almost as vulnerable to enemy 
submurines as the longer 3,000- to 6,800-mile water hauls for the major 
portion of the bauxite required to maintain the North American 
system. Reports during the last war established that German sub- 
marines attacked United States shipping as close as the mouth of the 
Mississippi River. It is to be remembered that Canada has no bauxite 
reserves whatever. Why then should North American security be 
subjected to such risks when a domestic substitute is available in 
inexhaustible quantities ? 

Even though there were no submarine menace, there is always the 
threat of the Communists, through their well-known methods, ascend- 
ing to the control of offshore sources of supply of bauxite in Jamaica 
and the Guianas. For then in the event of any showdown with 
Moscow it is, of course, a foregone conclusion that its satellites and 
henchmen can be counted upon, even in these areas, to do its bidding. 

The current Communist political power moves in the bauxite rich 
Guianas in South America are highly significant when considered in 
connection with Communist activities in Jamaica during the past 2 
vears. Newspaper accounts from Kingston, Jamaica, and London, on 
October 5 and 6, 1953, announced that British cruisers and troops had 
been dispatched to British Guiana on a mission to thwart a planned 
Communist coup in the colony. It is reported that since 1951 a com- 
munistic union has been jockeying for control of the Jamaican Gov- 
ernment, and has on its program the nationalization of the bauxite 
mines. These Jamaican bauxite mining rights are based on long- 
term licenses granted by the Jamaican Government to North Ameri- 
can aluminum producers for a term of probably 99 years, presumably 
over the British Government’s seal. But it would seem obvious that 
such licenses would be repudiated with a Community party control- 
ling the government of this British colony. 

In addition to these hazards, an equally perilous condition exists 
in the Guianas in that the bauxite from Dutch and British Guiana 
moves from the inland down 3 rivers to the loading stations on the 
Caribbean coast. The river boats have a capacity of about 5,000 tons, 
One boat strategically sunk in each river would create a serious bottle- 
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neck that mi,ht well shut off completely the Guiana source of supply 
for a‘considerable length of time. 

Cut off our bauxite supplies for any length of time and our defense 
would be seriously crippled if the aluminum industry continues to 
depend entirely upon bauxite for this vital metal. 

The Monolith lime-soda-sinter process affords an unlimited volume 
of high-quality alumina from domestic sources: The sources of alumi- 
num were widespread over the earth’s surface. Bauxite has been 
historically used because in the high-grade deposits their aluminum 
content runs high and their silica content low. Since the industry 
from its inception has geared its production to plants using a process 
which is only able to handle such low-silica ores, it has become more 
and more dependent upon foreign sources where these high aluminum 
and low-silica deposits exist and without sufficient regard to the na- 
tional security considerations. This is only natural for an industry 
having many hundreds of millions of dollars invested in foreign 
bauxite reserves, mining installations om seagoing vessels, and in 
alumina plants capable of processing bauxite only. It would nat- 
urally oppose any effort by independent organizations that might 
reduce these investments to total obsolescence through the use of new 
processes amenable to domestic nonbauxitic materials. Rather, it 
would have the public believe that the only solution to dependable 
supplies of aluminum raw materials is for the Navy and Air Force to 
keep the sea lanes open at any cost, both in dollars and human lives. 

This concept is vividly illustrated in Special Study No. 22, His- 
torical Report on War Administration: Aluminum Policies of the 
War Production Board and Predecessor Agencies, May 1940 to No- 
vember 1945, as follows: 

Page 52 records: 

The low requirements estimates of NDAC (National Defense Advisory Com- 
mittee) period (1940) approved though they were by the Armed Forces, and 
the unavoidable reliance upon Alcoa for information, became grounds for calling 


into question both the competence and the independence from private monopoly 
influence of the Government officials involved. 


Page 203: 


On December 9, 1942, Harmon Lewis, president of the Alcoa Steamship Co., 
Inc., by letter advised the War Shipping Administration: 

“Although intensive efforts to increase production of Arkansas bauxite are 
being made by our company and others, these efforts are being seriously hampered 
by shortages of labor, both skilled and unskilled, and by delays in receiving 
equipment even though the highest priorities apply. Domestic bauxite pro- 
duction is a long way from the point of providing for all requirements. There- 
fore, in our opinion, it is hazardous for 1944 or any later year to depend entirely 
on Arkansas bauxite. As for 1943, even if Arkansas could produce the total 
tonnage required for North American needs, it would not affect our requirement 
of 1,560,000 tons of Guiana bauxite for the year for the reason * * * that the 
Mobile and Baton Rouge plants could not reach their required production with 
low-grade Arkansas bauxite.” 


Page 3: 
* * * Although Alcoa had long controlled the bulk of the developed deposits 


of Arkansas bauxite, the company found it more economical to import most 
of its ore from Surinam where it owned one of the world’s richest deposits. 


Page 195: In 1941 


Bunker urged the Aluminum Co. to stockpile Guiana bauxite while shipping 
was still available, and to step up their mining operations in Arkansas. Com- 
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pany officials agreed to stockpile Guiana bauxite if shipping “at a satisfactory 
cost” were at their disposal, but ships were never available at a cost the com- 
pany would accept, so that the stockpile was not built. Neither was the Arkansas 
bauxite stripped as Bunker was ‘Assured it would be, and when the situation be- 
came acute after the entry of the United States into the war, the fact that the 
Arkansas ore was not stripped was used as an argument for getting ships. 


Page 198: In 1942— 


Secretary Forrestal detailed the steps being taken to accelerate bauxite move- 
ments, which included rearrangement of the convoy system and recommenda- 
tions to WSA as to types of vessels most easily protected. He did not foresee 
a satisfactory solution, however, until enough escort vessels and aircraft were 
available to keep the traffic moving in safety and at peacetime speed, and he did 
not anticipate achieving such a goal before the summer of 19453. 

Moreover, industry representatives have testified before congres- 
sional committees that instead of conducting research on nonbauxitic 
materials, they have considered it best to e xpand their efforts in de- 
veloping new foreign bauxite deposits and conducting research on the 

varying grades of these foreign reserves, again anticipating that the 
Armed Forces must ke ep the sealanes open for this material regardless 
of cost. 

A realistic assessment, therefore, of our national economy requires 
that all plants using ore imported by ship must add to their cost the 
amortization and operational costs of our sealane armaments. The 
foreign airbases, the submarine patrol fleet of surface and under- 
surface vessels are all part of the cost of operating and amortizing 
these plants dependent on foreign ores whether they are plants to 
make aluminum, copper, zinc, lead, tin, or pig iron. This makes the 
cost of plants using foreign ores come rather high to United States 
taxpayers, and indicates ‘where the national ec onomy could be en- 
dangered in time of war with our defense forces scattered on the 
seven seas to keep the plants supplied with ore. 


DOMESTIC SOURCES 


On the other hand, the United States possesses a proven and in- 
exhaustible supply of aluminum-bearing clays and anorthosite in at 
least eight States: Oregon, California, Wyoming, Minnesota, Arkan- 

sas, New York, Penns sylv: ania, and South Carolina. While these raw 
materials are lower than bauxite in aluminum content and higher in 
silica, the Monolith process has proven that they will produce a very 
satisfactory metallurgical grade alumina, and an excellent byproduct 
residue suitable for the manufacture of portland cement. 

It is here best to review the conditions leading up to the institution 
of a $30 million experimental program by the Government in 1942 
and 1943 to ascertain what could be done in this direction. The Bu- 
reau of Mines had for many years been seeking a means of utilizing 
these domestic clays and anorthosite for the production of aluminum, 
and, with the outbreak of World War II, efforts of the Bureau of 
Mines in this direction were greatly accelerated. In 1942, Mr. Oliver 
©. Ralston, Chief of the Nonferrous Metals Division, made this perti- 
nent statement concerning the use of the Monolith process in a report 
to the War Production Board: 


Here is the kind of process we have been waiting for, one in which high 
extraction is not demanded and where the residue has enough value for portland 
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cement production to pay for its own mining, transportation, and grinding. 

Stated in other words, here is a scheme permitting easy technology and low 
costs, adaptable for addition to existing cement plants; and the cement market 
is so much larger than the expanded war aims on alumina that there is no 
problem involved in wedding the two. 

The result was that the technical advisers of the War Production 
Board, the National Academy of Sciences, and the Bureau of Mines 
urged Monolith to construct a test plant capable of handling tonnages 
of raw material to establish on that basis the physical and chemical 
aspects of the process. At the expense of about $100,000 Monolith 
erected such a test plant and by the spring of 1943 submitted many 
samples of alumina produced therein to the Bureau of Mines for 
analysis. This test plant operation and its observance by Bureau of 
Mines scientists culminated in a request by the War Department that 
RFC’s then subsidiary, Defense Plant Corporation, contract with 
Monolith to design, construct, and operate the present Laramie semi- 
commercial plant. Thus the plant was constructed by Monolith for 
the RFC based upon scientific and test plant work. 

With the cessation of hostilities in 1945 and the subsequent effort 
of the Government to suspend war expenditures everywhere possible, 
the RFC terminated the Monolith contract when the plant’s contruc- 
tion was about 95 percent complete. No operation of the plant was 
had but Monolith has continued with its alumina research regardless; 
not only with its own engineers and chemists, but with recognized in- 
dependent aluminum consulting engineers, as well. Monolith is today 
operating, and has been for some time, a small test plant at its cement 
plant in furtherance of this reasearch. 

Incidentally, we are arranging to sell on the market alumina pro- 
duced in this small test plant. 

Due to the litigation brought by Monolith against RFC arising 
out of the termination of the contract, the plant was not disposed of or 
cannibalized. It was maintained in good standby condition by Mono- 
lith until mid-1950 and has been under custody of Government 
agencies since then. The Bureau of Mines has been in possession of 
the plant for about 2 years and has been conducting alumina research 
therein for about 1 year with funds provided by congressional appro- 
priations. The Bureau will have completed its research program in 
the plant by the end of the fiscal year ending June 30, 1954. There- 
after, the plant will be disposed of by the General Services 
Administration. 


COULD ELIMINATE WAR IMPORTS 


If approximately half, or 80, of the most favorably located cement 
plants in the United States were to produce alumina, in conjunction 
with their present current capacity, from these unlimited reserves of 
anorthosite and the clay with the adaptation of the Monolith process, 
sufficient alumina could be produced to maintain the entire American 
system at peak wartime production. This would obviously eliminate 
any reliance whatever upon imports of bauxite from offshore countries 
if such an extreme measure became necessary. 

In hearings before the Select Committee on Small Business, United 
States Senate, on the aluminum shortage, Mr. I. W. Wilson, president 
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of Alco, testified on January 26, 1951, as follows, regarding the value 
of anorthosite as a substitute for bauxite: 

I know that from a technical point of view, alumina can be produced from 
anorthosite of an entirely satisfactory quality for the production of aluminum. 
The question, as I know it, in connection with anorthosite, is the economy of 
utilizing that material for alumina, and that in turn would depend principally 
upon the value of the byproduct, that byproduct presumably being a satisfactory 
base for portland cement. 

In early 1953 the following testimony was given in the United 
States district court concerning the feasibility of the Monolith process : 

Dr. R. L. Sebastian, Defense Production Administration, testified 
that during World War ITI the lime-soda-sinter process was commer- 
cially used in Russia and in Japan, and that it is chemically feasible 
to produce alumina from sources other than bauxite. 

Dr. R. S. Sherwin, vice president, Reynolds Metals Co., testified 
it should be technically feasible to produce alumina with the process 
and that a metallurgical grade could be produced. 

H. W. St. Clair, Chief, Pilot Plants Division, Bureau of Mines, 
testified that metallurgical grade alumina can be produced with the 
process and that it could be produced in the plant at Laramie. 

D. D. Blue, Assistant Chief, Light Metals Branch, Bureau of Mines, 
testified that if bauxite imports were cut off, the United States would 
have no choice but to resort to aluminum bearing clays since it does 
not have the bauxite to support the aluminum industry for any pro- 
longed period of time. 


“ALUMINUM MILESTONE” 


In addition to this recent testimony by independent experts, the 
July 13, 1953, edition of “Newsweek” (p. 60) carried an article en- 
titled “Aluminum Milestone” in which it quoted the Bureau of Mines 
as saying that the Bureau had produced alumina in the plant at Lara- 
mie from anorthosite using the lime-soda-sinter process (the Mono- 
lith process) in every way comparable to alumina from bauxite. That 
it was the largest and the best batch of alumina ever made in the United 
States from domestic ores other than bauxite. That the process is 
applicable to other aluminum-bearing materials and clays. 

The Monolith process can probably be made competitive in the 
United States and the rest of the world by operating the Laramie plant 
and others to be constructed: During the course of the 4-month trial 
in the United States District Court, Southern District of California, 
Central Division, arising out of the Monolith suit against the RFC 
for fair compensation, expert witnesses from both sides were heard 
concerning the commercial feasibility of the Monolith process. There 
was little conflict, if any, in the evidence that the process can produce 
alumina from native materials below the cost of producing from 
bauxite. In fact, the evidence shows, that without credit for the by- 
product residue for the production of portland cement, the process 
has an estimated cost advantage of $6.76 per ton and $27.20 per ton 
when considering credit for the residue. 

However, to conclusively confirm these expert estimates, the 
Laramie plant should be made available to private industry experi- 
enced in the demands of large-quantity production. Following a few 
months’ full-scale operation thereof, the plant could be expanded and 
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other plants constructed on the basis of the results obtained from the 
Laramie plant. 

A permanent solution of our national security with regard to alu- 
minum requires substantial production from domestic sources on a 
basis which can eventually become economically sound. To accom- 
plish this requires a number of factors. The raw materials must be 
available in large quantities of uniform quality and capable of large- 
scale mining. It must be amenable to treatment by a large-scale 
metallurgical process capable of producing high-grade alumina. 
While it is not essential that production of alumina with the Monolith 
lime-soda-sinter process be tied in with the production of other indus- 
trial products, it is obviously of great advantage, particularly in the 
early stages of growth, if the process can be tied in with the produc- 
tion of another stable commodity having a well-established market. 

From this viewpoint, the manufacture of alumina as a joint prod- 
uct with the manufacture of portland cement is particularly desirable. 
Such a coordinated process for manufacturing alumina and cement 
is possible with several types of raw material located in at least 8 
States; and at Laramie, Wyo., there is available a unique and proven 
deposit of anorthosite which fulfills the requirements of large reserves 
and great uniformity as well as an amenability to treatment for the 
joint production of alumina and cement. 

Incidentally, there are known and proven out in the Laramie area 
right now 11 ‘billion tons, Mr. C hairman, of anorthosite. It is a tre- 
uaa supply. It would last hundreds of years if all of the alumina 
needed by the United States were produced from it, which would not 
be the case; but in an extreme measure, there is enough material there 

to do just that. 


STATEMENT OF POLICY 


Congress made a worthy decision that the Laramie plant should be 
transferred for immediate production by private industry. Pur- 
suant to the testimony before the Senate committee on interior 
appropriations for the fiscal year 1954 by the Wyoming delegation 
the Congress, the Bureau of Mines and Monolith, the committee in the 
report, No. 445, 83d Congress, 1st session, made the following state- 
ment concerning the Laramie plant: 


There has been appropriated heretofore approximately $1,350,000 to the Bureau 
of Mines for the purpose of conducting research and experiments at the Laramie 
alumina plant, and the committee has provided approximately $650,000 to com- 
plete this work. 

The committee has been advised by the Bureau of Mines that it intends to 
rage ne its program within the amount allowed and will release the plant 
to the General Services Administration by the end of the fiscal year 1954 

It appears that it is to the best interest of the Government that demonstrated 
costs, quantities, and qualities of alumina to be produced from such plant be 
obtained at the earliest moment, and the committee is convinced that operation 
by the private industry on quantity basis can be had without expense to the 
Government. 

The committee believes it to be in the public interest that General Services 
Administration should, as soon as possible, attempt to negotiate either a lease or 
sales agreement with an industrial operator with such agreement to take effect 
upon the release of the property by the Bureau of Mines, retaining for the Bureau 
of Mines if it so desires and at its expense the privilege of— 

(1) Observing operations in the plant for a reasonable time without partici- 
pating but having access to the experimental data and records pertinent to the 
operations. 
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(2) Conducting further reasonable research for a reasonable time in the 
plant in cooperation with the lessee or purchaser provided such activities do not 
interfere with operations of the industrial operator, which operations shall be 
the exclusive venture of the operator. 

(3) Occupying suitable office space for a reasonable time. 

This statement of policy was adopted by both Houses of Congress 
in its final approval of the 1954 Interior appropriation bill and enacted 
into Public Law 172. It contemplated that upon the completion of the 

sureau of Mines’ current experiments in the plant, the plant will be 
made available to private industry for quantity production of alumina 
to conclusively demonstrate production costs, quantities, and quality 
of alumina to be produced with the process without expense to the 
Government. Disposal of the plant for any other purpose or permit- 
ting it to be cannibalized for possible junk value would be contrary 
to the intent of Congress in approving the $650,000 appropriation for 
the Bureau of Mines in the 1954 appropriation bill. 

The principal value of the plant in the Government’s considerations 
for disposal is its use to expand alumina production at Laramie and 
elsewhere using domestic raw materials. Its considered value should 
not be confined solely to a questionable best possible dollar realization 
that might be obtained without regard to prospective use. Its pros- 
pective use is clearly defined by the Congress. 

A national crisis would make it essential that the Government, 
through the Bureau of Mines, have available information as to all 
progress made in the Laramie venture. 

This points up the desirability of the Bureau of Mines observing the 
private operator’s operations in the plant during every stage of the 
commercial and competitive development of the process. This will 
afford the Government daily current technical information to permit 
its having all engineering and chemical data at one central source in 
the event of a crisis where, using the Bureau of Mines witness Blue’s 
testimony : 

If bauxite imports were cut off, the United States would have no choice but to 
resort to aluminum-bearing clays since it does not have the bauxite to support 
the aluminum industry for any prolonged period of time. 

In this event, many factors would enter into the designing and pro- 
vision of plants using the lime-soda-sinter process to replace present 
plants solely dependent upon bauxite, or assist them in the job. It 
would be well for the Government to have up to date engineering infor- 
mation and data in an emergency rather than to resort to time-consum- 
ing studies and investigations without it. Moreover, it is an industrial 
axiom that it is much quicker and less costly to expand production from 
numerous small competitive and going industries than to start from 
scratch to build huge factories from nothing more than the blueprint 
stage and questionable estimates. In fact, this is the theory pro- 
pounded by the Office of Defense Mobilization in considering the 
widest possible base for industrial mobilization. 

Monolith is able to finance the purchase of the Laramie plant and 
its operation for the production of alumina: Monolith interests are 
successfully operating cement plants in California and Wyoming 
with 30 years’ experience in cement manufacturing. It also owns and 
operates gypsum deposits, coal mines, railroads, ‘cement distributing 
plants, and oil wells. The replacement value of its properties totals 
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$30 million, its current assets exceed total liabilities, and it has an 
established line of bank credit for short and long time loans where 
financing of $30 million to $40 million can be arranged for initial 
operation and construction of new plants including the present Lara 
mie alumina plant. Since Monolith’s program would be entirely pri- 
vately financed, no Government financial aid would be required. 


MONOLITH CONFIDENT 


Monolith is confident that its lime-soda-sinter process can be made 
financially successful: From expert testimony in the Monolith-RFC 
lawsuit, it is established that Monolith would have a strong competi 
tive position against imported bauxite in plants using the process for 
production from native clays and anorthosite. Monolith’s confidence 
in this is exemplified by the fact that it has expended more than S| 
million in maintaining the Laramie plant by litigation and otherwise 
and by the fact that it has suffered an additional cost of approximately 
$10 million in losses it would not otherwise have incurred had it 
expended that $1 million, time and attention to needed cement plant 
expansion at its Laramie cement plant. In addition, it has offered to 
operate at its sole risk and expense the Laramie alumina plant to 
produce alumina. 

Monolith offers to purchase the Laramie alumina plant for the 
average amount received by the Government in the sale of the other 
three experimental alumina plants: The Government (Defense Plant 
Corporation) expended the following amounts in the construction of 
the four experimental plants during the last war, exclusive of operat- 
ing costs. All of them were disposed of for other purposes except the 
one at Laramie which has been retained intact by the Government 
through the litigation brought by Monolith against RFC and the 
Bureau of Mines’ appropriations for experimental work being cur 
rently conducted. 


Cost to Gov- Sale :.. | Percent of Purcl i fron 
ernment Sales PLC | vrigit il cost on abe 
' 
| 


| ‘ bass snibidle, eae BALES 


Salt Lake City, Utah | gs 945, 000 
Harleyville, 8. C 3, 449, 000 
Salem, Oreg 5, 693, 000 


15 | J. R. Simplot Fertliizer 

19 | Giant Cement Cement. 

6 | Harvey Aluminum | Aluminum 
Co. 





Laramine, Wyo pantie esaihe 4, 400, 000 . ® () 


1 Not yet disposed of. 


Total cost to the Government, exclusive of operating costs, of the 
three plants disposed of, was $14,087,000. The total amount realized 
from their sale was $1,744,000, or 12.4 percent, which applied to the 
$4,400,000 cost of the Laramie plant, amounts to $545,600. It would 
appear that this is a fair basis for opening negotiations with the Gov- 
ernment for the purchase of the plant. One of RFC’s witnesses, Mr. 
Chris Dobbins, president, Ideal Portland Cement Co., testified in 
Federal court that if the plant could be used in place for production 
of portland cement, it would have a value of $1 million in his opinion, 
but if it were dismantled and moved to another location, it might 
be worth $250,000. 
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The plant’s only use in its present location or anywhere else, other 
than for the production of alumina, would be for cement production. 
Even then, only about 50 percent of the equipment would be suitable 
for cement, since the rest of it is highly specialized chemical equip- 
ment of little value following its dismantling and removal, assum- 
ing that a would-be cement producer would attempt to operate the 
plant next door to Monolith’s present plant. Such contemplation 
would require the producer to obtain a source of water supply not 
already adjudicated and necessary limestone deposits. Water in this 
area not already owned by existing organizations is practically non- 
existent and the closest limestone deposits are considerably distant 
from the deposits owned by Monolith. Witness Dobbins qualified his 
testimony on the value of the plant in place in relation to these 
uncertainties. 

Monolith has been and is willing to negotiate with General Services 
Administration upon either a lease or purchase of the Laramie plant 
and assets: Since the enactment of Public Law 172, on July 31, 1953, 
making appropriations for the Department of the Interior for the 
fiscal year ending June 30, 1954, the Department of the Interior, in 
accordance with the congressional intent set forth in the legislative 
history of the act (p. 17 of this memorandum) advised General Serv- 
ices Administration in September that necessary action to institute 
disposal proceedings could be taken insofar as the Department was 
concerned, since the Bureau of Mines expects to conclude its current 
research program in the plant by the end of the fiscal year 1954. 

I understand there is a possibility that the Bureau will be through 
with the plant early next spring. They would be best able to comment 
on that. 

ALTERNATIVES LISTED 


The prospective disposal and future use of the plant is hence in 
the hands of General Services Administration, the Government 
agency charged with the responsibility of disposing of surplus prop- 
erty. General Services has before it three alternatives in making dis- 
position: It can: 

(1) Negotiate sale or lease of the plan to Monolith with proper 
warranties by Monolith that it will be used for the production of 
alumina ; 

(2) Submit the plan to competitive bidding with the condition that 
it be used solely for the production of alumina; or 

(3) Submit it to cooperative bidding without regard to intended 
use or removal from its present site. 

Monolith is ready, willing, and able to commence negotiations now 
for the use of the plant for its intended purpose and in keeping with 
congressional intent concerning the property. If this were permitted 
by General Services Administration—and we can find no law prohibit- 
ing it—necessary legal instruments would be disposed of for the trans- 
fer of the plant to Monolith by the time the Bureau of Mines con- 
cludes its work. This would enable the industrial operator to place 
the plant on full-scale alumina production almost immediately follow- 
ing the Bureau’s exit, thereby disposing of peyton and maintenance 
costs to GSA, if the plant otherwise stood idle, and permitting such 


of the 180-man operating force of the Bureau of Mines to be taken over 
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then by the operator as could be absorbed. The Bureau of Mines’ 
operators would otherwise become dispersed. 

From the facts presented in this memorandum, it is our considered 
opinion that it would be contrary to the public interest and to the 
congressional intent concerning this property for General Services 
Administration to dispose of it for any other purpose than for its 
continued use to prove beyond any question of doubt that the lime- 
soda-sinter process, using native materials, can be made competitive 
on a large-quantity basis with the Bayer process, which process is 
dependent solely upon bauxite, mostly imported. 

Submitting the property to competitive bidding for questionable 
highest dollar return without regard to intended use or removal from 
its present site would be an injustice to the public welfare. While 
it is true that the Bureau of Mines has been in possession of the plant 
during the past 2 years, and has been conducting research therein on 
the Monolith process for about 1 year, no long-term continuous opera- 
tions have been made; nor has alumina been produced on sustained- 
quantity basis. 

The record clearly shows that the Bureau of Mines has none of the 
commercial aspects of manufacturing or distribution of a product 
which is essential to a determination of costs. A Government agency 
which expects to cease its operations in a limited time cannot obtain 
or train the skilled employees needed to work with their hands; nor 
those to supervise them. Considerable valuable technical information 
will undoubtedly be developed by the Bureau of Mines, but any com- 
mercial application of it will not be evidenced or practiced in any of 
their activities. Upon completion of research and development pro- 
grams of the Bureau of Mines in any field, the practical solution to 
application of the Bureau’s developments to large-scale production 
is normally left to private industry for these very reasons. In this 
instance, Monolith needs the Laramie plant to make practical appli- 
cation of the development to month-in-and-month-out quantity pro- 
duction. But GSA refuses to negotiate for its sale or lease. 

With your permission, I would like to insert a letter from the Gen- 

ral Services Administration regarding their refusal. The letter is 
dated October 9, 1953. 

Senator Marone. It will be accepted and appear as part of your 
testimony at this point, Mr. McBride. 

(The letter is as follows :) 

GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C. October 9, 1953. 
Mr. H. D. McBripe, 
Manager, Ovide Division, Monolith Portland Midwest Co.. 
Cheverly, Md. 

Deak Mr. McBride: Reference is made to your letter of September 30, 1953, 
relative to the Alumina plant at Laramie, Wyo. 

You state that when you were in my office on September 9, 1953, I advised you 
that I would contact you to discuss this property after I had reviewed the files. 
I regret to say that my recollection of our September 9 understanding does not 
coincide with yours. It is my recollection that I agreed to call you for further 
discussion only if, after my review of the file, I felt that there was anything 
further for us to discuss. 

I have reviewed our files and have discussed the matter with our property 
utilization and disposal people and it is our collective view that there is nothing 
which it is either necessary or appropriate to discuss with a potential bidder 
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for the property if it is determined to be surplus to the needs and requirements 
of the United States. 

For your general information, the property is in use by the Department of the 
Interior for experimental purposes under a permit issued by this administration. 
We have been notified by that Department that their need for the property will 
terminate June 30, 1954. We now are in the process of determining whether 
another Federal need exists for the property. If no such need is disclosed, 
arrangements will be made looking toward disposal of the property on a sealed 
bid basis. In completing such arrangements, due regard will be had for the 
views of the Senate Committee on Appropriations as expressed in Senatae Report 
No. 445, 83d Congress, 1st session. 

The interest of your company as a potential bidder for the property has heen 
made a matter of record and you will receive appropriate notice in the event 
the property becomes available for sale. 

Very truly yours, 
J. E. Moopy, 
Assistant General Counsel. 

Mr. McBrive. Monolith has the know-how and the exclusive pat- 
ented process for which the plants was built and for which it only is 
adapted: Monolith’s staff of metallurgical engineers and chemists for 
years before 1942 had experimented with the problem of controlling 
and reducing the amount of alumina contained in the cement they 
produced. It is difficult to find cement raw materials that do not 
contain some alumina which must be reduced in varying degrees to 
make a satisfactory cement, particularly cement used in massive con- 
crete structures such as dams, highways, and bridges. 

By 1937 Monolith had solved the problem of controlling the alumina 
content of its cement, and, at the time of the Japanese attack on Pear] 
Harbor, had reduced alumina in its laboratories from non-bauxitic 
materials with its lime-soda-sinter process. 

The succeeding steps in the culmination of the existing Laramie 
Plant, based upon Monolith’s research and test plant work are set 
forth at pages 12-14. 

The process is closely allied to cement manufacturing processes; 
about 50 percent of the process is standard cement plant practice in 
which Monolith has had over 30 years’ experience. One of the most 
important single steps of the process is accurate control of the sinter- 
ing operations where all of the raw material must be chemically com- 
bined in their proper ratios to permit successful extraction of the 
alumina. ‘This is done in huge rotary kilns, the efficient operation of 
which is most essential in the production of cement, as well as in the 
production of alumina with this process. 

Monolith has the know-how and the experienced organization neces- 
sary to a speedy and successful operation of the plant, and stands 
ready to submit detailed data as to its organization, its personnel, 
and its program for making a successful operation. 

Monolith has perfected and owns the patents on the process in the 
United States, Canada, Great Britain, and Germany, and is the 
organization most interested in the successful outcome of the opera- 
tions of the Laramie plant and its use to expand alumina production 
there and elsewhere. 

Acquisition of the Laramie plant and its operation by Monolith 
would not prejudice the Monolith-RFC lawsuit. 

The litigation which saved this plant from complete loss to this 
effort is still pending and is expected to be submitted for final decision 
to the Federal trial judge this month. 
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It would be a simple legal matter to immunize that controversy 
from any effect of an arrangement for disposal of the plant. 

It would take an appropriate stipulation, and Monolith is and at 
all times has been willing to enter into such a stipulation. 

That concludes my statement, Mr. Chairman. We decided for you 
and the committee to be aware of the situation regarding this Govern 
ment property at Laramie in order for the committee to consider it in 
its findings. Perhaps in this manner the long-delayed commercial 
application of the process can be hastened. 

Senator Martone. Thank you very kindly. 

Mr. McBrive. I may say to you that for many years the chairman: 
of the subcommittee has watched the development of aluminum clays 
and other sources of production of alumina, realizing it is very im 
portant. I must confess that I am not up to date in the advance- 
ment that has been made in this regard. I had intended to ask Mr. 
Ralston, who for many years used to tell me about the possibility. 

Mr. Ralston was one of the first men in Washington whom our 
company contacted in 1942 for scientific discussions. We are cer- 
tainly indebted to him for a lot of things. 

Senator Martone. Perhaps as early as 1935 or 1937 he was deserib- 
ing the possibility of the production of aluminum through the devel- 
opment of these clays and other deposits. I appreciate very much 
your coming here with your testimony. It is included in the record 
for the study of the committee. 

Mr. McBrinr. Thank you very much, sir. 


TREATING LOW-GRADE ORES 


Senator Martone. Mr. Blue is still here. I made a note to ask 
about your progress on aluminum clays and other sources of alumina. 
If you give us a short outline of the status of these investigations, 
with a supplemental statement later, if you care to do so, 1 would 
appreciate it. 

Mr. Buur. In the previous testimony I gave I said that to obtain 
national self-sufficiency in the United States it would be necessary 
to develop a process for treatment of low-grade ores, preferably 
more than one process. The Bureau of Mines is at the present time 
working in the Laramie alumina plant on an alkaline-sinter method 
for producing alumina. It has another project at Albany, Oreg., 
for carbothermal reduction of aluminum silicates in electric furn: ces, 
and then at Bauxite, Ark., it has a small project on methods of 
upgrading the high-silica bauxites in the bauxite area in Arkansas. 

We have felt for years in the Bureau of Mines that it is necessary 
or it certainly should be a part of our program of conservation and 
efficient utilization of mineral resources to eventually work out a 
process for recovering alumina from these immense deposits of low- 
grade ores in the United States. 

Senator Matonr. Does that include the clays? 

Mr. Buvr. The clays, anorthosite, and numerous aluminum contain- 
ing ores that run about 30 percent alumina. 

Senator Matonse. What would you say is the status of such work at 
the peers time, as far as practical use in case of emergency is con- 
cerned ? 
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Mr. Buue. Actually since 1942, not only the Bureau of Mines, but 
the aluminum industry itself, have made immense strides in the use 
of the lower grade ores. ‘The combination process was put into use 
early in the war for the use of high silica ores, or high silicon ores 
than had been used previously. I took upon this whole thing as a 
sort of evolutionary process. Originally we could not use ores con- 
taining over 7 percent silicon, and they did not like to use those. Now 
we are using ores containing up to 20 percent silicon. As time goes on, 
I think that will be extended to 25, 30, something like anorthosite, 
which runs about 30 percent alumina, runs over 40 percent silicon. 
It is greater than the alumina. 

Senator Martone. In other words, you will just gradually encom- 
pass these ores containing what you would call impurities through 
competitive necessity and better methods of working the deposits. 

Mr. Buvur. That is right. I think this is the evolution of the use of 
low grade ores, and I think we have made progress in the last few 
years. 

Senator Matonr. You heard Mr. McBride’s testimony, which is 
very interesting tome. Ido not know too much about the plant there. 
I have not studied his testimony, but I think it is well to have it in the 
record. Are you familiar with the status of the experiments there? 

Mr. Buus. Yes. At the present time we are operating the plant on 
what we might call a two-phase basis. The operations are quite 
conveniently divided into two phases. The reason we are doing this 
is, first, that in the Laramie area there is not the manpower to run this 
thing on a sustained basis for a short term project. The second 
reason is that the funds which were allotted to us by the Congress 
for this purpose would only allow us to run it for a very short period 
of time on a sustained basis anyhow. I do not know exactly how much 
alumina we have produced to date, but I can find that out for the 
record. We are producing alumina by this two phase operation and 
that is the method by whic +h we intend to continue the operation until 
we have finished this project at Laramie. 

Senator Martone. With no intention of putting you on the spot, or in 
any way rushing your conclusions, but what would you say was the 
contribution that you have made through these operations there. 
Have you advanced the time through this operation that these clays 
and aluminum bearing ores can be made if not commercially feasible 
under present competitive conditions at least available in time of 
emergency / 

Mr. Bivur. I am glad you put the question that way, because as far 
as advancing the time is concerned, I cannot tell you. 

Senator Martone. That is on a commercial basis, you are not sure. 

Mr. Buvuer. That is right. I certainly think that the technical in- 
formation developed here would put us in a better position with 
regard to constructing or altering plants which are in operation for 
treatment of these kinds of ores. 

Senator Marone. If you had to make use of them. 

Mr. Brive. That is right. 

Senator Matonr. And you could do it? 

Mr. Buur. Yes, I think we could do it. I think we could have done 
it some time ago. The more we find out the less waste there is going 
to be when we have to do it. 
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Senator Maronr. In other words, it is just like your experiments 
in synthetic rubber or titanium or in any other new field; there is just 
a certain amount of work that has to be done to make it profitable 
under commercial conditions and to be made available in an emer- 
gency, and you think you have really advanced the date as far as the 
emergency is concerned. 

Mr. Brur. I think we have advanced the technology as far as an 
emergency is concerned. 

Senator Marone. Then if you will consult with Mr. Ralston and 
present a supplemental statement as to what you consider the ad- 
vancement in recent years and the status, commercially and for emer- 
gency wartime use for the purpose of the record, the chairman will 
appreciate it. 

Mr. Buue. I would like to say this; you say the status. 

Senator Marone. The status and what you contemplate should be 
done over the years ahead to continue the work. 

Mr. Buur. Yes, sir, I can do that. 

Senator Martone. You heard my request from Mr. Ralston. I con- 
sider him outstanding in the new field. I asked him to help the com- 
mittee in determining what recommendations should be made looking 
toward the self-sufficiency of these scarce materials. 

Mr. Brur. I came to work for the Bureau of Mines in 1941 and I 
worked with Mr. Ralston on this particular project. 

Senator Martone. Then I will count on you doing that. 

Mr. Briur. Thank you. 

(The information appears in pt. 1 of these hearings on p. 324.) 

Senator Martone. We have Congressman Dawson of Utah here. 
Mr. Dawson, the committee is very glad to have you here. I know 
that this subject is important to you, and one which has warranted 
your close attention over the years. We will be glad to hear you— 
any statement you care to make. 


STATEMENT OF HON. WILLIAM A. DAWSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF UTAH 


Representative Dawson. Mr. Chairman, first of all, let me con- 
gratulate the subcommittee on their efforts to bring to light some of 
the executive policies that in my opinion have served to help destroy 
this Nation’s mining industry. I think it has been just as effective 
in destroying it as if an explosion of an atomic bomb had been 
dropped on these properties. 

Senator MALonr. te st an economic approach to destroy us. 

Representative Dawson. That is right. I intend to restrict my 
remarks to the lead-zine mining industry 

Senator Matonr. First I would like to ask you, Mr. Dawson, 
whether the mining industry differs from any other industry, like the 
bicycle, the watch, ’ the crockery, and the machine tool industries, in 
its complaint of interference and competition from the low cost or 
sweatshop-labor nations? 

Representative Dawson. I think the problem is fundamentally the 
same. As you pointed out some time ago, if you are paying $11 a 
month wages in a foreign land, and we are paying $11 a day “for the 
same thing, it just stands to reason that you cannot exist. “There is 
that much in common. 
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I would say that as far as the mining industry is concerned, I think 
there is another difference in this respect. People say that if our 
domestic mining industry cannot compete with the foreigners even 
with these low wages that we should go out of existence. I want to 
call this to your attention, that much | of the mining that is done in 
these foreign lands today is done with modern American m: achinery 
that has been paid for by the taxpayers money. Therefore, we c annot 

say that because of our efliciency in this country we are able to offset 
this differential in wages, because we do have this modern machiner y 
operated by American firms abroad which puts them on the same 
basis as far as machinery is concerned that we have in this country. 
That is not entirely true with other things you mentioned, such as 
making bicycles and so forth. Maybe our methods may be better here. 
I do not know. 

Senator Matone. It may not be true at the present time. Mr. Daw- 
son, what I had in mind is this: If an American firm is going to make 
bicycles in England or New Zealand, it would do exactly as I would 
do, as an engineer, if I were to produce manganese in Africa. Yes- 
terday, it was testified that Spain now has better mercury plant facili- 
ties than we have, because our men went over there, installed the new 
machinery and taught the Spaniards how to efficiently operate the 
new facilities. 

Representative Dawson. That is absolutely true. 

Senator Martone. What I had in mind is this. We know there is a 
difference between industry in general and the mining industry. If 
you build a textile mill in Virginia or Georgia, your industrial en- 
gineers—and I was one for L 5 years—determine all the principal fac- 
tors involved, that is the available markets, raw materials, transpor- 
tation, labor conditions, power, and maybe 100 or 150 minor factors, 
and when you get through you have a mill, and you have an invest- 
ment that is worth something. Whereas, you may spend the same 
amount of money in developing a mine, and you may not have any- 
thing. So it not only takes longer to develop a mine but there is a 
greater loss if the investigation ‘does not work out as you thought it 
would. Is that true? 

Representative Dawson. I think that is absolutely true. 

Senator Matonr. So it is even more important that there be a long- 
range policy. But what I meant was this. If you have direct compe- 
tition with no duty or excise tax or imposts as the Constitution refers 
to them, or tariffs, or import fees as we refer to them, then with the 
high cost of labor here you cannot make textiles in competition with 
Scotland or England or any nation that pays about a third or half of 
the wages. Naturally if there is no long-range policy eventually the 
domestic industry decreases, or is forced out of business. 

Representative Dawson. It goes out of existence eventually. 

Senator Martone. The crockery business is closed down in Ohio now 
because of competition with Japan. God bless those little Japanese. 
We think they are fine and we want to help them. But they get 15 cents 
an hour as against $1.80 in Ohio, so the Ohio crockery business has 
disappeared. Is not the same situation true with regard to zine in- 
dustry and the metal industry in general ? 

Representative Dawson. I think it is. I think the problem is fun- 
damental. 
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MINES DOWN 


Senator Mavonr. Then the same policy affects all of them. 

Representative Dawson. That is right. As I said, I want to restrict 
my remarks ‘to lead and zine, because that is where we are suffering 
the most distress in my State. There are nearly 1,000 miners out of 
work in Utah, and they have made me very familiar with the effects 
of our international free-trade policy on the lives of working Ameri- 

cans. 

I might add here that normal production in the State of Utah is 
somewhere between 250 and 300 lead-zine mines, and today we have 
3 in operation, and it is doubtful whether they are going to last very 
much longer. 

Senator Matone. Under the present conditions. 

Representative Dawson. That is right. 

Senator Matonr. And if in the next session of Congress we extend 
the 1934 Trade Agreements Act, do you think the first job of the State 
Department may be to teach those miners some new occupation. Pre- 
vious statements by State Department officials said that would be the 
solution when people were put out of business due to operations of the 
State Department under the 1934 Act. 

Representative Dawson. That is right. I wish I had time to tell 
you what a problem that would be. It sounds good on paper that you 

can take these people out and put them in some new industry. Ac- 
tually you cannot do that. You can not move them out of their homes 
and make a shoemaker out of a miner. It just cannot be done. 

Senator Martone. Or vice versa. 

Representative Dawson. This government will find if we get into a 
new war and they try to turn these mines back into operation after 
they have been flooded and take our soldiers out of the Army, as they 
did in the last war, and try to make miners out of them, that you can 
not make a miner out of a soldier, either. 

Senator Martone. Mr. Dawson, there are so many angles to this that 
we would never get through. I would like to discuss with you for 
the record what hi appened in World War II. I was consultant to the 
Military Affairs Committee, and given some responsibility in this 
field. We decided to look up the records and locate as many miners 
as we could—four or five thousand men, I am not too specific as to 
the number—and recommend that they be released from the armed 
services to go back into the mines. As long as they worked in the 
mines, their release from armed services was to be effective. When 
they quit the mines, they went back into the Army. We thought it 
had some effect, but it certainly was not satisfactory. 

Representative Dawson. That is right. The reasons of course that 
these miners are out of work is that zine and lead are now selling for 
around 10 or 12 cents a pound. No mining company in the United 
States can pay its workers a decent wage and expect to break even 
with prices at that level. When I came back to Washington last 
January, one of my first stops was at the Defense Production Admin 
istration, the agency charged with seeing that our Nation’s strategic 
mineral supplies would be kept adequate to meet any emergency, and 
what did I find? There in the file was a contract entered into with 
the Volcan mines of Peru beginning in April 1953. Our Nation by 
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this contract was committed to buy zinc from this foreign mining ven- 
ture at 1714 cents a pound. One branch of the executive department, 
the DPA, pays a foreign mine 1714 cents per pound for zinc, while 
another branch, the State Department, resists with all its force legisla- 
tion which would permit domestic mines to get a price of 15 cents a 
pound in order that they could keep operating. 

Senator Martone. Has it not been contended by the State Depart- 
ment for the past 21 years that their specific duty was, and is, to 
establish direct competition between nations, regardless of the differ- 
ence in wages or costs in the various nations? Is not that a part of 
their job? 

Representative Dawson. I think it is. I might say that they are 
not doing that. They are not giving fair competition. 

Senator Martone. What I mean is that the same price for zine was 
set for producers in Morocco where the labor may be 40 cents a day, 
as in Utah where you may pay $l5aday. Is not that their job? 

Representative Dawson. That is right. 

Senator Martone. Did not Congress give them that job? 

Representative Dawson. They did. 


OPPOSES TRADE AGREEMENTS 


Senator Marong. In 1934, Congress transferred the congressional 
responsibility under the Constitution of the United States, article I, 
section 8, to fix duties, imposts and excises, and to regulate foreign 
commerce, direct to the Executive. 

Representative Dawson. Yes. 

Senator Martone. Did we not extend it last year? 

Representative Dawson. Yes. My hope is we are going to assume 
our rightful duties and we are not going to pass these responsibilities 
off to a department which in my opinion is looking more to keeping 
nations abroad friendly with us than it is to seeing that our own 
domestic industries can keep alive. 

Senator Martone. In other words, Congress left it up to the judg- 
ment of the State Department, which has very little knowledge % 
industry at all, to trade all or any part of a domestic industry to ¢ 
certain nation for their promise of friendliness. 

Representative Dawson. That is right. I can see their viewpoint. 
After all, that is their training. They are seeing that we have good 
will abroad. The best way to have good will is ‘to give them every- 
thing they want. I think it might be a good idea once in a while to 
take a look back to see what is happening right here at home. 

Senator Maronr. Through continually rising taxes we have been 
paying subsidies in agriculture and other fields, which have worked 
in a way. 

Representative Dawson. That is right. 

Senator Martone. By continual emergency. 

Representative Dawson. That is right. I might say that as far as 
the mining industry is concerned, the subsidies have been very few. 
If we had been given just one share of the benefits that they have given 
to foreign countries to our own domestic mines, I think we would 
have been allowed to operate. I would like to call your attention to 
a bulletin that was put out on February 5, of this year, by the Defense 
Production Administration, Office of Public Information. 
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Senator Matonr. What is that Office of Defense Administration ? 
It has been transferred. 

Representative Dawson. I cannot think of the new title of it. 

Senator Matone. Office of Defense Mobilization in the White 
House, now, with Dr. Flemming. 

Representative Dawson. I believe that is a new department. 

Senator Marone. It is a little hard to keep up with the movements 
of this Commission. 

Representative Dawson. They move around. This was published 
on February 20 of this year, so I think the new administration ought 
not to be chs urged with the responsibility for the statement. There is 
a paragraph in here entitled “The Role of the United States Govern- 
ment in This Foreign Import Field on Metals.” I might read this: 


Exploration and development of resources abroad, the requisite for increased 
imports, has traditionally been undertaken by private commercial organizations. 
But the obstacles to private investment in foreign metal resources are great and 
act as a barrier to many would-be investors even though the initial prospects for 
profits may appear extremely favorable. 

Since our imports of minerals during the coming years will have to be stepped 
up in line with our growth and progress as an industrial Nation, it is possible 
that increased governmental support and incentive programs may have to be 
adopted if existing methods and policies prove inadequate. Both the Paley 
Commission, from whose report much of the material in this section is taken, 
and the National Security Resources Board, tend to favor increased govern- 
mental incentives, but it goes on to say there is some disagreement. 

Many persons familiar with the problem both in and out of Government believe 
the Paley Commission to be overly pessimistic in its report regarding our future 
raw materials supplies. They argue that the Commission, taking as it does our 
expanding requirements 25 years hence, which admittedly are great, fails to 
take into account that the natural orderly resource development during the 
intervening time may be sufficient to meet our future needs; that the supply- 
demand factor will assure resource development as in the past. 


But they go on to say: 
In any event, the Government has found it desirable at the present time to 


offer a number of incentives to foreign producers to stimulate investments 
abroad. 


These are outlined in the following sections—first : 


Investment guaranties: Since the war the United States Government through 
the Economic Cooperation Administration and its successor, the Mutual Security 
Agency, has insured investors against expropriation and against certain non- 
market risks. Few such guaranties to companies operating abroad have been 
issued to date, but you can see they have it in mind. 


Second: 


Removal of tax handicaps: The Revenue Act of 1951 greatly liberalized the 
foreign tax credit system. Credits are now available to a United States cor- 
porate taxpayer who owns as little as 10 percent of the stock of a foreign cor- 
poration instead of 50 percent as formerly. This change should stimulate 
minority investments and joint ventures in foreign mining. 

Third, technical assistance. Inasmuch as we were talking about 
new machinery abroad and the foreigners being able to compete as a 
result of their ‘low wages, I want you to keep in ‘mind that we are now 
giving all this technical assistance to them over there to help them out 
when 1 we are not giving it to our domestic producers. 

_ Senator Maronr. You have to pay your engineers in the United 
States. 
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Representative Dawson. That is right. And we are paying these 
technical experts abroad out of our tax money to give them up-to-date 
advice and assistance. 

The current United States programs of technical aid give assistance 
to certain undeveloped countries in appraising their mineral resources. 
United States experts have organized local minerals and geologic 
bureaus in these countries, and have trained local experts. United 
States Government experts also have undertaken certain geological 
and exploratory work abroad. These programs are being carried out 
by both the Technical Cooperation Administration and the Mutual 
Security Administration, but the amount of activity thus far has been 
limited. Only a little over a million dollars was provided during 
fiscal 1952 for assistance directly related to minerals production 
abroad. 

Next we come to indirect assistance. Through loans granted by the 
International Bank for Reconstruction and Development and the Ex- 
port-Import Bank for public improvements in transportation, power, 
and port facilities, indirect contributions to minerals production have 
resulted. Chrome and manganese production in South Africa was 
greatly stepped up asa result of a loan to improve transportation facili- 
ties. In India the production of manganese, copper, limestone, bauxite, 
and mica, were all expanded as a result of an International Bank loan 
for additional electric power. Similar indirect benefits to minerals 
development are taking place in Brazil, Chile, Peru, and other coun- 
tries as a result of loans by the International and Export-Import 
Banks. 

Next, purchase arrangements. The United States through the Gen- 
eral Services Administration and the Defense Materials Procurement 
Agency, has authority to offer long-term contracts to material pro- 
ducers to encourage production for stockpile purposes. The long- 
term contract usually provides a minimum price guaranty. In many 
cases the Government need not buy the materials but only agree to buy 
if the market price falls below a certain level. 

At that point I want to call your attention to these two contracts 
that I have mentioned. The one is the Volcan contract in Peru, in 
which we guarantee 171% cents a pound for zinc over the next 4-year 
period, and the present price of zinc in this country is approximately 
10 cents a pound. 

Senator Matonr. Asa man fully familiar with the mining industry 
in your area, do you think these domestic zine mines would be closing 
down if they had that 4-year contract? 

Representative Dawson. I should say that they would not. If 
they had 15 cents, as provided by the Simpson bill, I would say 90 
percent of our mines would be opened up and operating. 


FREE TRADE 


Senator Matone. If I understand your testimony, you are not ask- 
ing for special legislation. You are asking that the principle be re- 
established of fixing duties, imposts, and excises, and regulating 
foreign commerce through the Congress of the United States as the 
Constitution provides? 

Representative Dawson. That is right, that we be put on a fair and 
even basis with foreigners. That is all we are asking for. 
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Senator Matone. In other words, you are talking about fair and 
reasonable competition and a duty or tariff which would bring about 
such fair and reasonable competition. 

Representative Dawson. That is right. 

Senator Matone. If this tariff were based on the level of cost, with 
no restriction on foreign imports, no high or low tariff, then you 
would have fair and reasonable competition. 

Representative Dawson. I think that is well stated. 

Senator Martone. Fair trade, and not free trade. 

Representative Dawson. That is it. 

Senator Matone. Do you think the mining industry could survive 
under a long-range principle of fair trade? 

Representative Dawson. That is all we are asking for. I am cer- 
tain the American mining industry can do it. The last assistance is 
Government loans. When an American or foreign producer of ma- 
terials abroad cannot raise capital, the Government is authorized 
to make a direct loan to the producer under certain circumstances, 
Such loans have been made for the expansion of lead and zinc in 
French Morocco, for chrome in Turkey, for manganese in Mexico and 
Brazil, sulfur in Mexico, iron ore in Liberia, zinc in Peru, and tungsten 
in Bolivia and Peru. 

I think it might be well if you have not already made this report 
a part of your committee record, that you might do so. 

Senator Martone. What is the source of all this information? De- 
fense Production Administration, Office of Public Information, Raw 
Material Imports: Area of Growing Dependency. I think you agree 
we are in an era of growing dependency. 

(The material referred to follows:) 


Raw MATERIALS IMPORTS: AREA OF GROWING DEPENDENCY 
Parr I 


Office of Defense Mobilization, Office of Public Information, Washington 25, D. C., 
February 20, 1953 


Our raw materials needs, already growing, have been greatly 
expanded as a direct result of (1) our decision to strengthen our 
Armed Forces and the industrial capacity to support them, and 
(2) the tremendous advances of technology which demand a number 
of raw materials not available in the United States. The size and 
nature of our mobilization p rogram—‘limited” though it is— 
means that we need more materials, and different kinds of scarce 
materials. Many of the most vital ones must be imported. 

The situation as a whole has given rise to the emergency meas- 
ures for the conservation and allocation of critical materials for 
which the Defense Production Administration is responsible, and 

- to the national-stockpile program. 

This study has been prepared from many sources in order to 
provide, in as brief and simple a form as possible, a statement of 
the great raw materials needs which our defense entails and the 
growing interdependency of the nations of the free world in this 
important field. It is in two parts. Part I deals with the back- 
ground, our defense needs, and the problems of investing abroad 
to expand our resources supply. Part II examines the sources, the 
supply situation, and the industrial uses of 27 strategic raw mate- 
rials which must be imported to meet our requirements. 

Parts of the material (e. g., certain statistical relationships in 
the table in part II) have not, so far as is known, been previously 
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published in this form. A short bibliography appears at the end 
of part II. 


THE PROBLEM 


The United States is the world’s largest consumer of raw materials, so larg 
that we can no longer supply all our own needs. 

With only about 7 percent of the population and the same proportion of the 
land area of the free world, we consume about two-thirds of all the petroleum 
produced in the free world area, almost 60 percent of the rubber, more than half 
of the manganese, iron ore, and zine, and almost half of the copper and lead. 

Our appetite for raw materials has increased at phenomenal rates during the 
past three decades. Consider, for example, the millions of tons of metals 
consumed by all the peoples of the world between the time man fashioned the 
first crude knife blade of bronze and the outbreak of World War I. Huge as 
this 5,000-year’s consumption was, United States consumption alone during the 
past 38 years has exceeded it. 

More than 2% billion tons of materials are used up every year to support our 
high standard of living—an average of 18 tons of materials a year for each 
person in the United States. 


Transition: Abundance to dependency 


This level of consumption has caused a heavy drain upon our endowment 
of raw materials. While we will never use up all our natural resources in an 
absolute sense, we have nevertheless reached the point in many cases where 
either we must bring into operation more and more of our marginal resources, 
which means higher costs and a subsequent lowering of our standard of living, 
or we must greatly expand our imports. The latter course appears to be the 
clear choice. 

Grim as the prospect may seem to a people long accustomed to abundance 
of natural resources (one of the better remembered facts about our country 
learned in grade school), we are now dependent upon foreign imports not only 
for luxuries but also for vital necessities. 

We became a net importer of raw materials for the first time in the 1940’s— 
a milestone in our development as a nation. In 1945 we began to import pe- 
troleum. In about 1935 we began to import zinc; in 19386, copper; and during 
World War II, lumber. By 1950, consumption of raw materials exceeded 
domestic production by 9 percent. 

How has this fundamental change in American self-sufficiency come about? 
In the first place, it should be noted that the overall figure of a 9-percent deficit 
by no means tells the whole story. For some materials there are deficiencies 
ranging up to 100 percent. Indeed, the idea of American self-sufficiency has 
always been to a considerable extent a myth. The magnitude of this myth 
is shown clearly in the case of metals—the base for any industrial civilization. 
We are in part, at least, dependent upon foreign sources for every metal which 
we use except for magnesium and molybdenum. 

Expanding demand: Two basic causes.—Our expanding demand for metals 
has been brought about by 2 basic causes: The first and most obvious is that 
there are more consumers—our population has almost doubled in the last 50 
years. The second cause is the emergence of technology, which has brought 
about an entirely new pattern of raw materials usage. 

The impact of technology, accelerating at increasing rates, is felt in every- 
thing we do. 

Technology in two interrelated areas must be considered. The first is in the 
field of new end products—the kitchen range with time and temperature control 
gadgets; the jet engine, which in less than a decade has revolutionized airpower ; 
the television set in 15 million living rooms; the radar screen along our borders. 
These end items and thousands of others require mounting use of special metals, 
many of which a short time ago were curiosities. The second area of technologi- 
cal development is in the field of materials themselves. Aluminum, replacing 
steel and copper at growing rates, is the outstanding example. The postwar rise 
of plastics, which in some cases is in turn supplanting aluminum and other 
metals, is another example. 

In the metals field, technology has given us hundreds of new alloys, each with 
special characteristics for special purposes, and giant strides in metallurgy are 
taken each year. Asa result, new demand for certain alloying metals—some of 
which have obscure and little known names—have sprung into being. It is an 
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unfortunate fact that most of these alloying metals which we have come to need 
must be imported, making us further dependent on nations outside our borders. 

But in some areas, technology has decreased our dependency on foreign sources. 
Before World War II, for example, our two largest import items were silk and 
rubber. With the growth and development of synthetic textiles and rubber these 
two materials no longer occupy their old place in our import picture. At the same 
time the development of synthetics has resulted in the need for more petroleum 
from which many of them are made. 

But despite such developments, the net effect of the growth of technology has 
been to make us increasingly dependent on imports. 


THE NATIONAL STOCKPILE 


Growing dependence on imports has brought with it concern over the prospect 
of a major war in which we are cut off from resource countries. This concern 
gave rise to the Strategic and Critical Materials Stockpiling Act of 1946. 

The Stockpile Act was passed “to decrease and prevent wherever possible a 
dangerous and costly dependence of the United States upon foreign nations * * * 
in times of national emergency.” 

Control of the stockpile is in the hands of the Munitions Board, which has set 
stockpile goals for 75 grades and types of 56 materials. The full stockpile of 
each of these materials—when supplemented by domestic production and possible 
substitution—would provide sufficient materials for a major war of many years’ 
duration. 

A complexity of factors must be considered in setting goals for each material : 
the funds available for stockpiling, the effect of purchases on the world market, 
new uses which arise for certain materials, and so on. Therefore, the rate of 
accumulation is under constant study, and is revised as the situation may de- 
mand. For a number of materials, stockpile goals have already been met or 
exceeded, but for others there is still a long way to go. 

The following commodities are those which we cannot product domestically 
in amounts sufficient to meet a major emergency. These are the materials which 
we are stockpiling: 


Abrasives Fluorspar Pyrethrum 

Aluminum Graphite Quartz crystals 

Antimony Guayule seeds Quinidine 

Asbestos Hog bristles Quinine 

Bauxite Hyoscine Rare earths 
3eryl Industrial diamonds Rubber 

Bismuth Iodine Sapphire and ruby 

Cadmium Jewel bearings Shellac 

Castor oil Kyanite Silk 

Celestite Lead Sperm oil 

Chromite Magnesium Tale 

Cobalt Manganese ore Tantalite 

Coconut oil Mercury Tin 

Columbite Mica Tungsten 

copper Molybdenum Vanadium 

Cordage fibers Nickel Vegetable tannin 

Corundum Opium Wool 


Cotton 


Palm oil 


Zine 


Feathers and down Platinum group metals 


DEFENSE AND RAW MATERIALS 


Military production is an avaricious consumer of raw materials. About 15 
percent of all the materials consumed by American industdy goes to defense 
industries. But this figure does not represent a 15 percent across-the-board con- 
sumption. If it did, our materials problem could be much more easily solved. 

Defense consumption of the alloying metals is inordinately high—more than 90 
percent in the case of nickel and cobalt—and it is such metals for which we are 
most dependent on foreign sources. 

Improvement in our military equipment may be generally correlated with in- 
creased usage of electrical equipment. The old Norden bombsight of World 
War II, for example, cost only about $8,000 or $9,000. Compare this with the 
$250,000 bombsight now used on our B-36’s—$250,000 worth of the most com- 
plex system of electrical wiring, vacuum tubes, and relays. 





310 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Radar has become standard equipment in our interceptors ; and more and more 
in all our tanks, ships, and planes, manual controls, subject to human error, are 
being replaced by automatic devices—all of which are electrical. 

The new guided missiles, several types of which are in active production, offer 
perhaps the most dramatic example of the use of automatic control devices. 

Copper, quartz crystals, mica, nickel, cobalt, and many other materials are all 
essential to the manufacture of the electronic equipment of modern war—not 
only the automatic control and firing devices mentioned above, but also the 
many communications instruments as well. 

Military engines—both jet and internal combustion types for aircraft, and those 
going into tanks and ships—require metals which can withstand great heat and 
stress. To give engine parts these properties, the alloying metals—tungsten, 
nickel, columbium, and others—must be used in very high proportions, much 
higher than is ordinarily necessary in civilian manufacture. 

We often find that further improvement of many military items is directly 
related to our ability to increase our supplies of certain materials. 

But as we look abroad for increased supplies, we find that our allies are also 
seeking to increase their imports of these same materials for their own defense 
programs. The free nations of the world all shop at the same market places for 
these materials. Western Europe, little endowed with resources of its own, has 
long ago all but depleted most of its own meager reserves. 

In a narrow sense, we .must compete with the other free nations for the raw 
materials which we need, but only in a narrow sense. Because the goals which 
we are seeking and hope to attain through use of these raw materials—defensive 
strength, and a healthy free world economy—are also the goals of the other 
nations, the development and the sharing of free world supplies of materials 
must be undertaken as a great cooperative, rather than an individual effort. 

Usually, the normal operation of supply and demand brings capital investment 
into the development of new resources, and under normal world market con- 
ditions, materials are shared among the consuming nations without formal 
machinery for mutual cooperation. 

But when the free-world demand rises sharply for certain materials, some 
formal method of mutual cooperation becomes necessary. 

It was this consideration which gave rise to the International Materials Con- 
ference, which was established to recommend a fair distribution of the free- 
world supply of certain materials to each member nation. The IMC has made 
a useful contribution to the orderly distribution of world supplies and indirectly 
to the stabilization of raw material prices. 


OUR FOREIGN SOURCES OF SUPPLY 


Potentially, Africa and Latin America stand first as exporters of minerals. A 
major share of the free world’s present potential sources of copper and cobalt lies 
in the Congo and in Northern Rhodesia. The vast Amazin region of Brazil has 
hardly been explored, but many believe it to be the world’s greatest storehouse of 
raw materials. Exploration in Africa has outstripped that in the Amazon region. 
As a result, important deposits of iron ore, tin, lead, zinc, manganese, metallurgi- 
eal chrome, columbite, tantalite, and cadmium have all been discovered there in 
recent years. South Africa and Brazil represent the great and booming frontiers 
of the future as the demand for raw materials throughout the free world 
increases. 

Two of our largest steel corporations are opening rich iron ore deposits in 
Venezuela, a country which has long supplied a relatively high percentage of the 
world’s oil production. The production of manganese in Brazil, lead and zine in 
Mexico, and bauxite in British Guiana, Haiti, and Jamaica will all be stepped up. 

The whole of Western Europe’s oil requirements may eventually flow from the 
Near East (more than a billion dollars in new capital investment has been 
poured into the area since the war) and the Near East may eventually become 
an important exporter to the United States. Tungsten, manganese and mica, 
tin, and rubber are the chief exports of the South and Southeast Asia—and here, 
too, potentials of new discoveries are great. 

For materials such as oil, iron ore, zinc, manganese, bauxite, and possibly 
copper, South America, Canada, Africa, and Southeast Asia all are believed to 
have high-grade resources which have not yet been developed or discovered. 

The real question is whether capital, equipment, and management skills will be 
applied to the expansion of low cost sources of supply in the less developed coun- 
tries. Historically, private capital from Western Europe (and more recently the 
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United States) has been chiefly responsible for the minerals development of the 
less developed countries—but the rising nationalistic and industrial ambitions of 
the resource-rich but less developed nations act as a powerful deterrent to 
private capital. 

American private capital now has about $6 billion invested in materials develop- 
ment abroad, of which oil company investment accounts for more than two- 
thirds. But since the war, United States private investment in foreign mining 
and smelting enterprises has averaged only about $50 million a year. If rapidly 
expanding minerals requirements are to be met from abroad investment well in 
excess of previous levels will be necessary. The President’s Materials Policy 
Commission has estimated that for copper requirements alone, an annual invest- 
ment abroad of $100 million for several years will be needed. 

The very nature of materials exploration and development—both at home and 
abroad—makes it extremely expensive. Sixty million dollars was spent in Co- 
lombia by one company alone before oil was first marketed. Im another in- 
stance, in Venezuela, the first investment was in 1934 and the first discovery in 
1940, with almost $27 million invested before the first actual sales in 1944. 

Because of high costs, private investment in resource development abroad 
is generally made only by a few large companies. Not only do these companies 
possess the means for financing such ventures, but they are able to deduct the 
costs of explorations from taxes on profits in other activities—which a newly 
organized minerals exploration company entering the field is unable to do. 
Those companies with a high profit base from other activities have a distinct 
advantage over the one-shot investor. 

The following section goes into the problem of increasing our investments 
abroad in greater detail, and points out some of the ways in which the 
United States Government is attempting to overcome present obstacles to private 
investment. 

THE ROLE OF THE UNITED STATES GOVERNMENT 


Exploration and development of resources abroad, the requisite for increased 
imports, has traditionally been undertaken by private commercial organiza- 
tions. But the obstacles to private investment in foreign minerals. resources 
are great and act as a barrier to many would-be investors even though the 
initial prospect for profits may appear extremely favorable. 

Since our imports of minerals during the coming years will have to be 
stepped up in line with our growth and progress as an industrial nation, it 
is possible that increased governmental support and incentive programs may 
have to be adopted if existing methods and policies prove inadequate. Both 
the Paley Commission, from whose report much of the material in this section 
is taken, and the National Security Resources Board tend to favor increased 
governmental incentives—but there is disagreement. 

Many persons familiar with the problem, both in and out of the Govern- 
ment, believe the Paley Commission to be overly pessimistic in its report re- 
garding our future raw materials supplies. They argue that the Commission 
taking as it does our expanded requirements 25 years hence (which, admit- 
tedly, are great), fails to take into account that the natural orderly resource 
development during the intervening time may be sufficient to meet our future 
needs—that the supply-demand factor will assure resources development as in 
the past.’ 

In any event, the Government has found it desirable at the present time to 
offer a number of incentives to stimulate investment abroad. These are out- 
lined in the following section. 

Investment quarantees.—Since the war, the United States Government through 
the Economic Cooperation Administration and its successor, the Mutual Security 
Agency, has insured investors against expropriation and against certain non- 
market risks. Few such guarantees to companies operating abroad have been 
issued to date. 

Removal of tar handicaps.—The Revenue Act of 1951 greatly liberalized the 
foreign tax credit system. Credits are now available to a United States cor- 
porate taxpayer who owns as little as 10 percent of the stock of a foreign 
corporation instead of 50 percent as formerly. This change should stimulate 
minority investment and joint ventures in foreign mining. 

Technical assistance.—The current United States programs of technical aid 
give assistance to certain underdeveloped countries in appraising their mineral 
resources. United States experts have organized local minerals and geologic 
bureaus in these countries and have trained local experts. United States Gov- 
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ernment experts have also undertaken certain geological and exploratory work 
abroad. These program are being carried out by both the Technical Coopera- 
tion Administration and the Mutual Security Administration, but the amount 
of activity thus far has been limited. Only a little over a million dollars was 
provided during the fiscal year 1952 for assistance directly related to minerals 
production abroad. 

Indirect assistance—Through loans granted by the International Bank for 
Reconstruction and Development and the Export-Import Bank for public im- 
provements in transportation, power, and port facilities, indirect contributions 
to minerals production have resulted. Chrome and manganese production in 
South Africa was greatly stepped up as a result of a loan to improve transporta- 
tion facilities. In India the production of manganese, copper, limestone, bauxite, 
and mica were all expanded as a result of an International Bank loan for addi- 
tional electic power. Similar indirect benefits to minerals development are 
taking place in Brazil, Chile, Peru, and in other countries as a result of loans 
by the International and Export-Import Banks. 

Purchase arrangements.—The United States through the General Services 
Administration and the Defense Materials Procurement Agency has authority 
to offer long-term contracts to materials producers to encourage production for 
stockpile purposes. The long-term contract usually provides a minimum price 
guarantee. In many cases the Government need not buy the materials but 
only agree to buy if the market price falls below a certain level. 

Government loans——When an American or foreign producer of materials 
abroad cannot raise capital, the Government is authorized to make a direct loan 
to the producer under certain circumstances. Such loans have been made for 
the expansion of lead and zinc in French Morocco, for chrome in Turkey, for 
manganese in Mexico and Brazil, sulfur in Mexico, iron ore in Liberia, zine in 
Peru, and tungsten in Bolivia and Peru. 


OBSTACLES TO PRIVATE INVESTMENT 


Important as the above methods are in increasing the development of resources 
abroad, their use thus far has been rather limited. Alone they cannot solve 
the basic problem—the increased participation of American capital in foreign 


resource development. 

This problem results from the verv real obstacles facing the United States 
citizen who might wish to invest abroad 

In almost all forign countries minerals can be extracted only after obtaining 
government permission. Specific arrangements with the authorities as to terms 
and conditions of investments in transportation, housing, the erection of town 
sites, and other facilities must be made in many cases. Thus the assurance of a 
fair chance for profitable operation depends initially upon the terms of a con- 
cession and other agreements bargained for with officials of the source country. 

Even after the concession has been granted and the operation has begun, the 
minerals project is always subject to the vicissitudes of legislative and admin- 
istrative actions. All these things tend to lower the profit margin for investors. 
The age of the unrestricted semisovereiguty enjoyed by mining interests in un- 
derdeveloped countries where returns on capital investments were fabulous is 
indeed over. 

The 50-50 split of profits of the type employed by American oil interests in 
the Middle East, and the corporation-built worker’s townships—which in most 
cases gives workers a standard of living far exceeding the average noncorpora- 
tion worker in the country—has become the new pattern. It is an enlightened 
practice, but an extremely expensive one. 

Quite apart from the initial obstacle of huge investment, very important 
eaalenve and administrative deterrents restrict the flow of capital investment 
abroad. 

These deterrents (taken up at more length in the Paley Commission report) 
relate to the ownership of the corporation, management of the concession, taxa- 
tion, and other exactions, and the convertibility of currency and other regula- 
tions affecting foreign exchange and trade. 

Limitation of ownership.——Local ownership of all companies engaged in ex- 
traction is required by some countries. In French overseas territories, insistence 
on majority French ownership is known to have caused recent refusals to pro- 
ceed with development of attractive properties. Brazil has recently nationalized 
all oil production, and the extent of foreign ownership permissible in other ex- 
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traction projects in Brazil is not clear, which in itself effectively bars private 
investment. 

Fev investors are willing to put up a majority of the capital and accept 
minority participation. 

Restrictions on management.—Local participation in the management and 
direction of corporations is required by some countries. Investors fear that local 
minority owners will demand too great a voice in the management or insist on 
uneconomic use of local supplies and personnel. Frequently, public pressures 
for auxiliary investment—such as a local steel mill where iron ore extraction is 
taking place—decrease the investor’s willingness to develop promising resources. 
But at a time when nationalism in underdeveloped countries is on the rise, it is 
frequently necessary for the investor desiring concessions to undertake projects 
not connected with his operations. 

Other difficulties arise when a company wishes to close down unprofitable high- 
cost mines in certain areas. The foreign government, thinking of local unemploy- 
ment and the social effects of the shut-down operations, may forbid such action, 
and the company, if it is to continue operations within the country, is forced 
into compliance. 

Fixed requirements for the employment of local labor and technical personne! ; 
training to qualify citizens for skilled positions; high severance pay and retire- 
ment benefits sometimes required by the foreign government, are all costs which 
tend to discourage investment. 

Taxation and royalties.—In addition to royalties which must be paid in many 
eases to both local government and to the property owners, minerals extrac- 
tions—particularly metals—is often subject to gross production taxes. Often 
these taxes make no distinction between high-cost and low-cost operations. The 
tax imposed without regard to the investor’s costs magnifies the risks of min- 
erals development. The investor’s troubles may be compounded since these taxes 
usually are not allowed as a credit against the United States income tax lia- 
bility. 

In countries such as Canada, Australia, and South Africa, where exploration 
expenses can be deducted from profits and where taxes can be postponed, explora- 
tion has been greatly stimulated. 

Convertibility and exchange rates.—-The cost of doing business in a particu- 
lar country may often be increased by multiple exchange rates. United States 
copper companies in Chile, for example, were required in 1951 to purchase pesos 
for operating expenses at the rate of 19.37 to the dollar as compared to rates 
ranging from 31 to 94 pesos in other transactions. 

But the biggest problem is the difficulty of converting earnings into dollars. 
Investors consider this a major deterrent. Brazil allows investors to return only 
8 percent of the investment each year to the United States. 

Import and export controls.—Many countries wish to control sales in world 
markets and to enforce local processing and fabrication. As a result, the ma- 
terials which are extracted are allocated between local and foreign markets by 
means of export controls. In a few cases, investors have been barred from 
importing equipment, and have been forced to use inferior and costly local 
supplies and equipment. 

Fear of expropriation.—Actions such as Iran’s recent nationalization of oil 
interests within its borders are feared by all those making investments abroad. 
No matter how satisfactory the terms and conditions of original agreements, 
most investors have a very real concern lest source countries violate their agree- 
ments and take away a concession and the equipment invested in it. 

Penalizing success.—A bargain favorable to exploration and initial develop- 
ment may seem unreasonable or unfair to a later government when resources are 
paying off. To the investor a “fair” return on many longshot failures requires 
a full return on the one that “hits.” The country, however, sees only a resource 
proved and developed, sometimes beyond wildest expectations, and may demand 
a renegotiation of the concession on far less favorable terms than an earlier one, 


OVERCOMING INVESTMENT RISKS 


To reduce risks to private investment abroad, the United States is now negotiat- 
ing special treaties with a large number of countries aimed at securing treatment 
of United States investors no less favorable than that accorded to the nationals 
of the resource country or of other countries. Typical provisions are: assurance 
of freedom to operate, control, and manage enterprises; assurance of prompt, 
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adequate, and effective compensation in event of expropriation; assurances re- 
garding withdrawal of earnings and reasonable amounts of capital invested; 
and assurance against discriminatory taxation. Disputes arising in areas covered 
by the treaties are submitted to the International Court of Justice. 

Treaties are not a guaranty against all the risks which surround American 
capital abroad, but they do tend to lessen these risks. More often than not these 
risks are more than counterbalanced by the highgrade mineral reserves involved 
and the opportunity for profit. 

To continue to make a fair return on investments abroad, private firms cannot 
disregard the interests of the source country. The problem is to reconcile 
countries’ social and economic aspirations with investors’ interest in earnings and 
security of capital. 

This requires considerable statesmanship on the part of the companies in- 
volved—a new type of statesmanship almost as important as statesmanship at 
the political level. It might be called economic statesmanship. 

American oil companies have been in the fore in economic statesmanship. In 
the case of Venezuelan oil, for example, absentee control—a most disagreeable 
situation to countries yearning for full status in the community of nations—has 
been minimized by using local administrative personnel, local engineers, and local 
professional and technical services as much as possible. 

A second move by investors to improve relations with governments is by offer- 
ing stock in the company to the citizens of the source country. A number of 
other arrangements, aimed at placing more ownership in the hands of the source 
country have been adopted or are being considered. One of these is a plan 
whereby the company turns over to the government a large percent of the shares 
in the company after full returns on the original investment have been made. 
Another is a plan whereby the concession agreement terminates at the end of a 
period of years, after which the investor may continue to operate on a manage- 


ment-contract basis no less favorable to the source country than that offered by 
alternate bidders.’ 





Part II 
WILERE WE STAND ON 27 STRATEGIC IMPORTS 


The Nation’s huge consumption of copper, lead, rubber, and steel is obvious to 
everyone. We use these materials in various forms daily, can usually distin- 
guish them one from another, and their names are in common usage. 

Far less apparent is the importance of such materials as antimony, cobalt, 
manganese, columbium, and 30 or 40 other materials whose identity is lost in the 
industrial process. But without these materials our industrial economy would 
collapse. 

Without tungsten, for example, there could be no low cost, high-speed tools 
which we use to fashion just about every item made of metal. Without manga- 
nese, the quality of steel would deteriorate into uselessness for many of its com- 
mon uses. The plastics industry would be far less successful without the hydro- 
fluoric acid which is made from fluorspar. 

Alloyed with the steel, copper, and aluminum in the automobiles we operate 
are a dozen or so other metals needed to give the various components their 
strength, heat-resistance, toughness, and other essentials requirements. 

The following section is devoted to 27 key materials which we must import, 
the sources of these materials, their characteristics and uses, and the present 
supplies available to American industry. The percent dependency shown for 
each material simply means the percentage of our total consumption that we 
find necessary to import, and is based upon imports and consumption in 1950. 

It should be pointed out that at the present time more than half of the mate- 
rials listed in the following section, and in the concluding table, are not in short 
or critical supply. What this section does illustrate is that the effect on our 


industrial economy, were we to be cut off from our sources of supply, would be 
serious and far-reaching. 


21For a detailed commentary on the Paley Commission recommendations, see The 
Objectives of United States Materials Resources Policy and Suggested Initial Steps in 
Their Accomplishment, a report by the Chairman of the National Security Resources 
Board based on comments on the Paley Commission recommendations by the various Fed- 


eralagencies. The booklet is available from the Government Printing Office. (Superintend- 
ent of Documents, 50 cents.) 
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Antimony—75-percent dependency 

Source countries.—Bolivia, Mexico, and the Union of South Africa are the chief 
sources of ore and concentrates. Mexico supplies the largest amounts of metals, 
and England the largest amounts of antimony oxides. 

Uses.—Antimony is used to harden lead used in storage-battery plates and 
cable sheathing; antimony oxide is used to flumeproof textiles, to manufacture 
flame-resistant paints, and in ceramic enamels. Antimony is used in consider- 
able quantities to give hardness to metal bearings. 

Supplies.—The supply of antimony is considered ample to meet all require- 
ments. 

Asbestos—95-percent dependency 

Source countries.—Canada supplies the overwhelming bulk of total imports, 
but the Union of South Africa, Southern Rhodesia, and Bolivia supply most of 
the strategic types. 

Uses.—Asbestos is used in large quantities as an insulating material; it is 
essential in the manufacture of fire-resistant textiles, of gaskets and pipe cover- 
ings, and of clutches and brakebands. 

Supply.—Asbestos (amosite) used for special types of thermal insulation is in 
very short supply. Asbestos which is used in the production of gas mask filters 
(crocidolite) is reserved entirely for the military. Grades of asbestos which 
can be woven into yarns (chrysotile) are not sufficient to meet all demands. 
The supply of low-iron Rhodesian chrysotile, essential for electric-cable cover- 
ing, is inadequate at the present time. 

Bauwite—65-percent dependency 

Source countries.—Principal imports of bauxite (the ore of aluminum) are from 
Dutch Guiana, British Guiana, and Indonesia. 

Uses.—The overwhelming bulk of bauxite is consumed by the aluminum indus- 
try, but it also has minor uses in the chemical, refractory, and oil-refining indus- 
tries, and as an abrasive. 

Supply.—The supplies of bauxite are adequate. 

Beryl—90-percent dependency 

Source countries.—South Africa, Brazil, and Southern Rhodesia supply most 
of our imports of beryl. 

Uses.—Bery] is the ore of beryllium. The largest use of beryllium is a copper 
alloy. These alloys have widespread usage, with high-quality electrical springs 
taking the largest share. Beryllium is also an atomic-energy material. 

Supply.—Beryllium is in very tight supply. 


Bismuth—50-55 percent dependency 


Source countries —Peru, Mexico, Canada, and Yugoslavia are the chief sup- 
pliers. A large portion of bismuth production results as a byproduct of lead 
production. 

Uses.—-Bismuth alloys melt at low temperature and therefore are used for elec- 
tric fuses, safety plugs in water sprinkling systems, and in other devices for 
protection against fire and explosion. Bismuth has many time-saving applica- 
tions in the aircraft, machine-tool, and automotive industries. About 35 percent 
of bismuth goes into pharmaceuticals, mainly as stomach remedies and cosmetics. 

Supply.—The supply of bismuth is adequate. 


Chromite—99 percent dependency 


Source countries —South Africa, Turkey, the Philippines, and Southern Rho- 
desia are the principal sources for chromite. Cuba and New Caledonia also 
export chromium ores to the United States. 

Uses.—About 50 percent of all chromite is converted to ferrochrome, in which 
form most of the chromium is introduced in steel. Chromium is used in stain- 
less steels, high-speed steels, and other tool and engineering steels. Chrome in 
steel makes it resistant to corrosion and to high temperature, and imparts high 
tensile strength. Chrome is used in the manufacture of numerous chemicals 
and in the manufacture of brick in refractories (industrial furnaces). 

Supply.—The requirements for chromium ores exceed the supply. 


Cobalt—90 percent dependency 


Source countries.—By far the largest percentage of imports comes from the 
Belgian Congo, where cobalt is produced as a byproduct of copper operations. 
Northern Rhodesia, French Morocco, and Canada are also production sources. 
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Several other countries, including Brazil, New Caledonia, and Uganda, contain 
cobalt-bearing deposits as yet undeveloped. 

Uses.—Cobalt alloys, because of high-temperature resistance, are essential for 
components in jet aircraft production. Cobalt is a hard, tough, malleable metal. 
It is widely used for magnets, and in other electrical equipment. 

Supply.—The requirements for cobalt greatly exceed the supply. As copper 
production is expanded, cobalt, as a byproduct of copper production, will be 
expanded also. 


Columbium—100 percent dependency 

Source countries.—Ninety-five percent of the world’s production is from 
Nigeria, much of it a byproduct of tin mining. Belgian Congo and Brazil are 
minor sources, 

Uses.—High-temperature columbium alloys are used in jet engines, gas tur- 
bines, rockets, and similar devices. Columbium imparts superior creep resistance 
and fatigue strength to alloys. 

Supply.—The supply of columbium is scarcer than that of any of the alloying 
metals. The outlook for new high-grade sources of the metal is not favorable. 
Copper—S85 percent dependency 

Source countries.—Chile is the principal source of copper, but Mexico and 
Canada also ship substantial amounts to the United States, 

Uses.—Copper has extremely broad usage—in electrical equipment, automo- 
biles, construction, ammunition, appliances, and many other products. Alu- 
minum can be substituted for copper to a minor extent in some electrical uses, 
such as long-distance transmission lines, electrical equipment and motor windings. 

Supply.—tThe supply of copper relative to the demand is inadequate and prom- 
ises to be inadequate for several years to come. Along with steel and aluminum, 
it is one of the “yardstick” materials used to set the levels of defense and civilian 
production under the controlled materials plan. 


Fluorspar—35 percent dependency 


Source countries.—Canada, Germany, Mexico, and Spain are our chief foreign 
suppliers. We also receive imports from Italy and Africa. 

Uses.—The growing demand for aluminum, plastics, ceramics, and steel has 
greatly increased the demand for fluorspar. Fluorspar is needed in steel pro- 
duction to promote smelting and to form a fluid slag that carries off impurities. 
The glass industry uses fluorspar in the preparation of opaque and colored glass. 
In the enamel industry fluorspar is used to make dense opaque white or colored 
enamels. Fluorspar is used in the manufacture of hydrofluoric acid, which in 
turn is widely used in the aluminum and plastics industries. 

Supplies.—At present there is no serious supply problem with any of the three 
grades of this material. 

Ilmenite—S82 perecnt dependency 

Source Countries.—India supplies the bulk of our imports, with Norway a 
very poor second. 

Uses.—lIlmenite, as the principal ore of titanium, promises to be a very im- 
portant resource as commercial production of the metal increases. The manu- 
facture of titanium pigments accounts for 99 percent of all ilmenite consumption. 
Small amounts are used in alloys, welding rod coatings, and ceramics. 

Supply.—tThe supply of ilmenite at persent is sufficient to meet all demands. 


Industrial diamonds—100 percent dependency 


Source countries.—About 70 percent of all industrial diamonds produced in the 
free world come from the Belgian Congo. French West Africa, the Gold Coast, 
and other regions of Africa produce much of the remainder. Outside Africa, 
the most significant producers are Brazil and British Guiana. 

Uses.—Industrial diamonds are essential in certain grinding wheels. Because 
of the unmatched hardness of diamonds, they are used to tip many drilling tools, 
and in dies used for the drawing of fine wire. Diamonds are widely used by the 
oil industry in drilling operations. 

Supply.—The available supply of industrial diamonds just about meets require- 
ments—but little can be made available for the stockpile. A new electrolytic 
grinding method is now undergoing tests and it is possible that this new process 
may relieve the critical supply situation in the future. 
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Iron ore—8 percent dependency 

Source countries.—Chile is the largest supplier with 31 percent ot the total, 
followed closely by Sweden with 25 percent. Canada supplies 22 percent, Brazil 
8 percent, and Algeria 6 percent of our iron ore imports. 

Uses.—Iron ore is perhaps the single most important industrial resource. It 
is the basic ingredient in the production of steel. 

Supplies —There are ample supplies of iron ore available. The iron ore 
supply pattern is scheduled for major changes in the near future, as important 
new sources in Canada, Venezuela, and Liberia are developed by United States 
consumers. 

Jewel bearings—90 percent dependency 

Source country.—Switzerland supplies about 99 percent of our imports of jewel 
bearings. 

Uses.—Most of the bearings are used in time pieces, but a large portion goes 
into precision gages and tools. Jewel bearings are indispensable to the produc- 
tion of numerous types of military equipment—aircraft clocks, fire-control 
watches, aircraft instruments, etc. 

Supply.—The supply is adequate to meet present needs. 

Lead—45 percent dependency 

Source countries.—Mexico, Canada, Peru, and Yugoslavia supply the greatest 
amounts, although the United States receives lead in various forms from a dozen 
or so other countries as well. 

Uses.—Lead has a wide range of uses—in storage batteries, paints, gasoline, 
cable coverings, solder, bearings, and many others. A much larger percentage 
of lead is recovered as scrap than is the case with most other metals. 

Supply—tThere is now a sufficiently large supply of lead to meet the demand. 


Manganese—90 percent dependency 


Sources countries.—India is our chief source for manganese ore (over one- 
third), but we also receive manganese from the Gold Coast, Cuba, the Union of 
South Africa, French Morocco, Mexico, and elsewhere. 

Uses.—Manganese is essential in steel production, and requirements rise in 
direct proportion to the rise in steel production. Manganese acts a purifier in 
the making of steel, and it improves the steel’s behavior in the rolling mill. It 
adds strength and toughness to the finished product. Normally, about 90 percent 
of United States manganese consumption is by the steel industry. Special 
grades of manganese ore are essential to the production of dry batteries as well 
as the production of some strategie chemicals. 

Supply.—The supply of manganese is adequate for most requirements, 
Mercury—90 percent dependency 

Source countries.—Principal suppliers are Spain, Italy, Yugoslavia, and Mexico. 

Uses.—About 25 percent of all mercury consumed in the United States goes 
into electrical apparatus. Another 25 percent goes into special instruments and 
in pharmaceuticals. Substantial quantities are used in the manufacture of 
antifouling paints, caustic soda, and chlorine. 

Supplies.—Supplies of mercury are adequate. 

Mica—95-perccent dependency 

Source countries.—India and Brazil are the major suppliers of muscovite mica, 
block film, and splittings. Madagascar and Canada are the major sources of 
phlogopite mica. 

Uses.—Muscovite block and film mica is required for electronic tubes, mica 
capacitors, magnetos, and numerous other uses. Electronic tubes and capacitors 
are used in enormous and growing quantities in a host of military and civilian 
products. Muscovite and phlogopite splittings are used for built-up mica elec- 
trical insulation. 

Supply.—The supply of better quality mica barely meets demand. 
Nickel—99-percent dependency 

Source countries.—Four-fifths of the free world’s nickel comes from the Sad- 
bury Basin in Canada. Canada supplies about 95 percent of the nickel we import. 

Uses.—Nickel is used almost exclusively as an alloy with about 45 percent 
being used in steel. It is essential for the production of stainless steel, which in 
turn has many uses. Alloyed with steel and other metals, it imparts resistance 
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to corrosion. It is used in alloys where high temperature or electrical resistance 
is desirable. The metal has a variety of electrical uses—in appliances, magnets, 
and radio equipment. 

Supply.—tThe supply of nickel is critical, and is insufficient to meet fully our 
total defense demands. 


Platinum group—90-percent dependency 


Source countries.—Platinum group metals (platinum, palladium, iridium, 
osmium, rhodium, ruthenium) are imported principally from Canada, Colombia, 
and South Africa. 

Uses.—Metals in this group are used in the chemical and electrical industries, 
and for dental and medical purposes. 

Supplies.—The supplies and demands for these metals are about in balance. 





Quartz crystals—100-percent dependency 

Source countries.—Brazil produces 99 percent of the world output. 

Uses.—Quartz crystals are used in electronic communications equipment and in 
certain optical equipment. There is no known satisfactory substitute for quartz 
in radio transmitter sets, where it is essential to obtaining a stable, controlled 
frequency. 

Supply.—The supply of quartz is adequate. Rapid strides have been made by 
industrial laboratories in recent years in the development of synthetic quartz 
crystals. 


Natural rubber—100-percent dependency 

Source countries.—Malaya, Indonesia, and Thailand are the three big sources 
of natural rubber. 

Uses.—Rubber is put to innumerable uses, and is familiar in a variety of con- 
sumer-end items. The largest user of rubber is the automobile industry. 

Supplies.—The supplies of natural rubber have improved considerably with the 
rising production of synthetic rubber in this country. 


Rutile—31-percent dependency 


Source country—Australia supplies all rutile imports. 

Uses.—Rutile is used in the manufacture of welding rod coatings, fiber glass, 
chemicals, and in ceramics as a coloring agent. But rutile, along with ilmenite, 
holds a potentially important future as the ore of titanium metal. Since 1948 
there has been widespread interest and research in titanium production. Tita- 
nium is an exciting prospective addition to the group of light metals used com- 
mercially. It possesses an unusual combination of desirable characteristics— 
light weight, strength, toughness, and high resistance to corrosion. 

Supply.—Supply and demand are approximately in balance. 

Selenium (elemental)—S4-percent dependency 

Source country—Almost all of our imports come from Canada. 

Uses.—Selenium is used principally in the glass, rubber, pigment, and elec- 
tronics industry. 

Supply.—The demand and supply are approximately in balance. 


Tin—100-percent dependency 


Source countries.—The free world depends upon southeast Asia for over 60 
percent of its newly mined tin. Malaya, Indonesia, and Bolivia are the Big 
Three of tin production, although the metal is also mined in the Belgian Congo, 
Thailand, and Nigeria. 

Uses.—Tin is used in a wide range of industrial applications because of its 
excellent corrosion resistance, low-melting point, softness, and its ability to 
adhere as a thin, protective coating on steel. It is used as an alloy in lead, 
copper, and other metals. More than four-fifths of total consumption is for 
three major uses—tinplate, solder, and brass and bronze. 

Supply.—The demand and supply are in balance. 


Tungsten—52 percent dependency 


Source countries.—Major imports of the metal are received from Bolivia, 
Portugal, Spain, and Brazil. Thailand, Malaya, Burma, Korea, Australia, and 
several others are also producers. In the years preceding 1950, China was our 
major source of tungsten. Canadian production is expected to reach important 
levels in the near future. 

Uses.—The high-melting point of tungsten—higher than any other known 
metal—and its high specific gravity make tungsten, when alloyed with steel, very 
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valuable in high-speed cutting tools. Tungsten, because of its high temperature 
resistance, is used in the manufacture of jet engines and wherever weight and 
hardness are required. 

Supply.—The supply of tungsten exceeds the present demand. This will permit 
large shipments to the stockpile. 
Zinc—35 percent dependency 

Source country.—Canada and Mexico are our principal foreign suppliers, 
Peru, Bolivia, Spain, and others also export zine to the United States. 

Uses.—Zinc is used primarily in galvanizing. Numerous parts of appliances, 
automobiles, and small utensils are die-cast from zinc-base alloys. Zine is also 
used in pigments, and as one of the major elements in brass. 

Supplies.—The supply of zinc is adequate to meet both stockpile and industrial 
requirements. 


SOURCES OF 27 STRATEGIC MATERIALS 


The following table shows the source countries of 27 of our most important 
raw material imports, the percent of the total free world output of each of these 
materials produced by each major resource country, and the percent of our total 
imports of each material which each resource country supplies. 

The table shows that the United States, in spite of its huge imports of raw 
materials, is nevertheless the free world’s largest raw material producer. 
Canada, Mexico, the Union of South Africa, Brazil, and the Belgian Congo are 
shown to be among our largest foreign suppliers of raw materials. 


Resources countries of the free world, and United States dependency on their 
production 


| Shipments 
Percent of | to United 
free world | States as a 











Country“and ‘material 1950 production ac eaime ead of 
United | United 
States) | States im- 
| ports 
| 
Australia: | 
EE Re . vantacnnneiiiell 18,379 MT winenblowlighiars 73.0 100.0 
cates estes ean ‘ nana 222,400 MT aeeeuaumall ’ 6.5 7 
Zine mea senetoudell ‘ 10 1— 
TURE CR POTORRE TE OR) anc ncicccncccpaat Mee B ccandccencqscsacsbiin 6.5 6 
Belgian Congo: | 
a ee eae 9,600,000 MC ........ . 70 | 90+ 
I cicdateaabethdinennis iititmipienstpemaaineee 5,148 MT cunlenniiilantateitiieduminie 73 99 
2) ae Sa aaaiasacnielpialiemecnnnideadtandinestelioalaaaaee IEE 4 os tccencicintenndhionedides 8 3 
Copper shiek enlisted niwavven seduneidiiae 176,000 MT Satie cee 8 0 
Zinc. ..... Rash itan itt be inte Suahdlpanlzataraneiee 3 » aunews 4 0 
Tungsten (60 percent W O3)_...-.......-...... I its bbls clara neice 1— 5 
Bolivia: 
RS Sect ntiediack ake sawuleceeien Dh... iascccueseowe 25 39 
Tin cashbeincsectents jog sedans ese eeaaiee Be BEE occ cccccscns raided 19 3 
Tungsten (60 percent W Os) ____- decabatiei EE od b.wn cw cadudbansnin 16 16 
Di iaiiddhibiéscademsnasn Saibanaios eens PEE Bin svcdutusceun pion 2 2.5 
Brazil: 
Fae sich bets dies tlaacalaliicduleaiaae RGR DED 2... sisnsdedncunn 5 8 
Tungsten (60 percent W O03) . Pape Ll. Ot eae beats 4 9 
. J cusidiaiapaliil 1,360 MT ddisitsinbentii 6 6.5 
Quartz crystals. ..........- Wishceddesanee N.A 5 Stee oaal 99 99 
DOS ie cdctcebandeschbaaedambenianie 148,300 MT til acs 4 6.5 
nat ane awa néin ecimntlerteciaeiaaa 2,893 ST steaclediee 40 60 
British Guiana: Bauxite ‘ : ..-..| 1,600,000 MT... iad 23 3.7 
Canada: 
Platinum group ithe denna ....----------| 269, 500 troy ounces et 57 16, 
iin i domadineendmennmaeembie ctinemeail .| 112,181 MT incalaias on 93 95 
IE « ) » callicessdnitecs avec tedices aaeaaasaenaaienn a 237,600 MT er pean 10 12 
ek tcsc cap dddbodeiie sladsécnenenudbeae SIGE Ts - ocdcckesassnsne 10 22, 5 
ks, da dkiem satiate ees ot 283,600 MT ; alae 15 43 
Asbestes.............- a eaeediint 794,000 MT hime’ 79 96 
eee sees Joe OB tecoclenee 3,300,000 MT ie eanae 1.5 22.6 
I i J adinibnaksid iendne deees .--| 59,107 MT _. cimceiamaa 9 9 
ee cnn odanntianiaiiae 101,150 MT Sccinjnmnieaiallll 7 21 
Selenium. .........- Eines encsumi@ennl Sate ae = cenukeiemaan N. A. 4 
Chile: 
ee rincaiuckicie cee I 16 42 
ES PE ae lala dae et Se a eee ...--| 3,000,000 M'T 1 31 
Colombia: Platinum group . aS eee 26,400 troy ounces. _. 5.5 8.5 
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production—Continued 


Country and material 


Cuba: 

Chromite 

Manganese 
Dutch Guiana: Bauxite 
French Morocco: 

Manganese 

Cobalt 

Beryl! ii Nihal 
Gold Coast: Manganese 
India 

Mica (sheet 

Manganese 

Ilmenite 
Indonesia: 

Tin 

Rubber 

Bauxite 
Italy: 

Zinc 

Mercury 
Japan: 

Copper 

Tungsten (60 percent W Os) 
Malaya: 

lin 

Rubber 
Mexico: 

Bismuth 

Copper 

Lead 

Zine 

Antimony 

Mercury 

Fluorspar 
New Caledonia: 

Nickel 

Chromite 
Nigeria: 

Tin igignen 

Columbium 
Northern Rhodesia: 

Copper 





Cobalt 
Norway: Ilmenite 
Peru: 
Lead 
Zine 
Bismuth 
Copper 
rungsten (60 percent WO; 


Philippines 
Chromite 
Copper 
Portugal: 
Tungsten (60 percent WO;3) 
Beryl 
Southern Rhodesia: 
Chromite 
Beryl 
Asbestos 
Spain 
Fluorspar 
Mercury 
Tungsten (60 percent W Os) 
Zine 
Sweden: Iron ore 
Switzerland: Jewel bearings 
Thailand: 
Tin 
Rubber 
Tungsten (60 percent WO3) 
Turkey: Chromite 


-| 420 MT 


| 668T 


| 


1950 production 


65,820 MT 
79,000 MT 
2,081,000 MT 


287,000 MT 


722,800 MT _ 


15,874 MT 


| 916,080 MT 


216,076 MT 


32,000 LT 
698,000 MT 
531,000 MT 


85,348 MT . 
53,346 (76-pound flasks) 


39,300 MT 
64 MT 


57, 500 LT 
628,000 LT 


263,000 MT 

61,700 MT 

238,000 MT 

223,500 MT 

5,900 MT 

3,713 (76-pound flasks) 
65,667 MT 


6,300 MT 
84,801 MT 


8,300 LT 
878 MT 


297,000 MT 
670 MT 
105,000 MT 


57,300 MT 
74,000 MT 
250,000 M'T 
29,930 MT_- 
516 MT... . 


250,511 MT 


| 10,400 MT 


2,500 MT 
49 ST. 


291,525 MT. | 
932 ST 
64,900 MT. . 


32,669 MT 

50,000 (76-pound flasks) 

850 MT 

64,000 MT 

13,927,000 MT__- 

is Manes al 


10,364 LT ....... 
200 LT 





Percent of 
free world 


output 


(including 


United 
States) 


16 


on their 


Shipments 
to United 
States as a 
percent of 
total 
United 
States im- 
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6.6 
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Resources countries of the free world, and United States dependency on their 
production—Continued 


Shipments 






Country and material 


Union of South Africa: 
Asbestos_. 
Manganese - - . ‘ 
Chromite. anid 
Beryl. 

Platinum group__-.- 
Antimony ‘ 
Industrial diamonds _- 

United States: ! 
Antimony -- nase 
Asbestos _-. 

Bauxite 

Beryl. 

Bismuth 
Chromite - 
Cobalt_. 
Copper. -.- 
Fluorspar-__-... 
Ilmenite - 

Tron ore. 

Lead ___. 
Manganese. - - 
Mercury-. 
Mica 

Nickel 
Platinum group 
Rutile 
Selenium 


Tungsten (60 percent W Os) 


Zine... 
Yugoslavia: 
Antimony - - 
Lead 
Mercury 
Bismuth 
Chromite 


Abbreviations: MT—metric tons. 


available. 


MC 


1950 production 


79,300 MT 


791,000 MT. fe an 


496,324 MT 

844 ST hobs 
150,600 troy ounces -_ 
8,300 MT 

1,500,000 MC 


4,000 MT sin 


38,495 MT. __. 
1,356,000 M'T 
559 ST 


| 7,649 MT 


| 367 MT : ce 


299 MT. ‘ a 
824,938 MT 

3,524 MT. 

424,851 MT 
99,600,000 MT 
389,974 MT 

121,974 MT 

4,535 (76-pound flasks) - 
262 MT edeogl 
828 MT 

37,855 troy ounces... 








| 6,836 MT 


511.325 pounds 
4,373 MT 
565,513 MT 


| 3,000 MT 
| N. 


—metric carats. 


A 
N.A 
N.A 


115,200 MT 


Percent of 
free world 
output 
| (ineluding 
| United 
States) 


to United 
States as a 
percent of 
total 
United 
States im- 


LT—long tons. 


ports 


‘< 7 1.6 


—— 24 24 


28 29 
13 30 
32 6 


10 12 


30 


Zz 
al 


ZZZ 
PrP 
b= 
2 DS oOo 
on on 


6 Ss 


ST—short tons. N. A.—not 


1 The United States produced no significant amounts of tin, quartz crystals, jewel bearings, industrial 


diamonds, and columbium in 1950. 


There was no commercial production of natural rubber. 


Note.—The figures in this table are either taken directly from Bureau of Mines compilations, or are based 
An exception: figures dealing with natural rubber pro- 


on information furnished by the Bureau of Mines. 


duction and imports, which were furnished by the General Services Administration. 

It should be pointed out that most figures pertaining to metal and mineral production, imports, and 
cousumption which are used by various Government agencies, by industry, and by the public, generally 
originate with the Bureau of Mines. A complexity of factors are involved in the compilation of these figures. 
For example, much of the bismuth shipped into this country from Mexico is contained as an alloy in lead, 
making it extremely difficult to determine the exact amount of bismuth imported from Mexico. So it is 
with other imported alloyed metals; and with ores containing more than one metal. Another difficulty is 
that of tracing a metal or an ore to the source country in cases where they are not shipped directly from the 
producing to the consuming country. For example, in 1950 we imported about 5 percent of our nickel re- 
quirements from Norway—but much of the nickel ores used by the Norwegian smelters originated in Can- 
ada. In addition, many figures pertaining to free-world production of a given metal or mineral must neces- 
sarily be estimates, since many countries do not publish production figures. 
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for Technical Cooperation Administration (Dept. of State), Dept. of Commerce, 
and Mutual Security Agency. December 1952. 

Representative Dawson. And it will continue if this present policy 
continues. In fact, it will be a total dependency. 

Senator Matone. If Congress sees fit to continue this present policy 
next year, do you think the statement in the Paley report, the state- 
ment in the National Resources Board report, and the Bell report 
could be made to come true? 

Representative Dawson. I think they might. I think certain 
groups are doing their best to make them come true. 


TWO SCHOOLS OF THOUGHT 


Senator Martone. In other words, there are two schools of thought 
in this Nation, and we might as well recognize it. (1) One says div ide 
the markets of the United States with the nations of the world for 
their friendly cooperation in time of emergency, hold their friend- 
ship, and prevent them going Communist or some other ty pe of govern- 
ment we do not like, regardless of the effect on our economic struc ture, 
and regardless of our dependency on these foreign nations across one 
or both oceans. Many officials say it would be eae to keep 
these transportation lines open during an all out war. (2) There is 
another school of thought which contends the best sail al defense 
for the welfare of this Nation would be the maintenance of our w age 
standard of living and our economic structure, and to have available 
beyond any doubt the strategic and critical minerals, materials and 
fuels needed to maintain our economic structure. Thereby in time of 
war we would be assured maximum production in the United States, 
and the availability of most of these materials in the Western Hemi- 
sphere. 

Representative Dawson. Ithinkso. I believe that is the philosophy. 
In this bulletin they have attempted to sort of outline the thinking 
of these two schools of thought. Then they go on and say, regardless 
of the latter school of thought, which you mentioned, they feel the 
better policy is to go ahe ad with the incentive programs. 

Senator Matonr. In other words, the 20- year growth of this policy 
is now established, and according to their conclusion here beyond 
recall, regardless of any other school of thought. Their idea is that 
Congress will continue exactly what has been and is going on. Maybe 
they will call it by a different name, as is customary, “but the free 
trade policy is to continue. 

Representative Dawson. That is correct. I was so confused after 
learning of these two contracts by which our Government was giving 
preferred treatment to the foreigners. In other words, giving them 
a price of 1714 cents when our producers are working for 10, that 
I directed a letter to the Secretary of State, and I received a letter 
back from the Assistant Secretary outlining their position. Sub- 
stantially it was this: 

He said if we do not help these foreign mines now to get on their 
feet and to get in a favorable position, we will not be able to depend 
on their supply in the event of a war. In other words, we cannot 
just take them when we want them and cast them aside when we do 
do not want them. You know the same argument exactly applies 
to production in this country. If we close our domestic mines in 
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this country, which we are doing on lead and zinc, then in the event 
of a war, we are not going to have our supply, because then the enemy 
submarines are going to blow these ships off the sea that are attempt- 
ing to bring in our foreign supply, and we will find we are without 
our metals, and we cannot overnight put these mines in operation. 

Senator Matone. What is the history of development of new mines 
or reopening of old mines in an emergency? How many years does it 
generally require to open up new mines? 

Representative Dawson. I believe you would be in a better position 
to answer that than I, Senator, but I know it takes a long, long time. 

Senator Martone. It was testified here that 3 to 5 years are the 
minimum, and often 8 to 10 years. 

Representative Dawson. It does two things. It not only floods the 
mines and rots away the timber, but if the miners go ahead and 
try to operate on rich ore alone, and pass up some of the lower grade, 
as these timbers rot away, the low-grade ore is covered up and it is 
never recovered. It is lost ore. 

Senator Martone. It is too expensive to get it. 

Representative Dawson. Yes. It is poor conservation practice to 
do it. So these people who think you can lock these metals up do 
not know what they are talking about, because you cannot put them 
back in operation overnight. 

Senator Matong. Go ahead. 


FOREIGN PRICE GUARANTEED 


Representative Dawson. I call attention to these contracts. I found 
down in the Department there was this contract with the Volcan 
mines of Peru, beginning April of this year, in which they were guar- 
anteeing them a price of 1714 cents. Then, in addition, I just recently 
discovered 3 similar floor contracts with foreign mines. In addition to 
the 27,360,000 pounds this Nation had contracted for from Volcan 
mines, it has agreed to purchase another 40 million pounds of zinc 
from the Mexican subsidiary of National Zinc for 1614 cents a pound. 
These two contracts represent 6 percent of our 1952 zine production. 

Senator Martone. You might say at that point that the idea that 
the consumer benefits throu h importations from low wage nations is 
never substantiated by the Facts, 

Representative Dawson. No, that is not true at all. The General 
Services Administration just the other day gave out information on 
two other similar contracts with foreign producers. This nation is 
purchasing lead from a Nicaraguan concern at 4 cents a pound above 
the current price, and has signed another contract with Compania 
Minera, giving that concern a floor price of 17.3 cents for 3214 million 
pounds of lead. The price of jead on today’s market is around 13 
cents a pound. These contracts were entered into prior to this ad- 
ministration, but they must be observed by the country as a whole. 

Here is an example where the cloudy crystal ball of Government 
planners is contributing to the downfall of the strategic domestic lead 
and zinc industry. On the one hand, the policy has been to resist any 
tariff which would give our miners a chance to compete in the domestic 
market, and at the same time contracts have been entered into with 
foreign mines which relieve them from the job of producing lead and 
zinc at the going price. 
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Senator Matonr. Right at that point, if they continue to make these 
contracts, even tariff protection would be of no avail. 

Representative Dawson. That is right. 

Senator Matone. In any case, a tariff is not paid for imports for 
the stockpile or Government use. 

Representative Dawson. That is correct. What is the result of this 
policy adopted by the very agency set up by the Congress to assure 
this Nation against a shortage of strategic metals. ‘The domestic lead 
and zine mines, which normally furnish two thirds of this Nation’s 
requirements, are shutting down, some never to reopen. Exploration 
and development of new sources of supply in this Nation are at a 
standstill. Miners who for generations have lived and worked our 
rich natural resources are out of work or have left our mining com- 
munities to seek other jobs. Instead of guarding us against metal 
shortages, these policies have made us increasingly dependent upon 
the whims of foreign governments for our strategic metals. 

Mr. CuarrMan. I want to again thank you for giving me this op- 
portunity to express my views on this important problem, and I trust 
that you will continue your research because I certainly think it is 
something that the country as a whole should have a better insight 
into, 

Senator Matone. Thank you for your appearance here. We will 
continue under the Senate resolution to determine availability of these 
materials to the United States in wartime, for our expanding economy, 
and for our security. I think it is the first set of instructions of that 
nature which has been given any Senate committee. 

Representative Dawson. Certainly the people in the East partic- 
ularly do not understand the problem. If these mines are closed, it 
is going to be a real setback for the defense of our country. 

Senator Matone. We heard testimony yesterday from a gentleman 
from North Carolina on the domestic production of tungsten, which 
was exactly the same as your testimony today. There are many min- 
ing operations in the East, not so many as in the mountainous country 
of the West, but the entire Nation is concerned in this problem. 

Representative Dawson. Ours is a voice in the wilderness. We have 
2 Congressmen in the State of Utah. You have 1 from Nevada. 
These Western States have small representation in the House. It is 
rather difficult for us to get our views over. I can assure my friends 
from the East that if we ever close these mines, and we let the source 
of supply get in the hands of foreign nations, they are really going 
to pay through the nose, and it is going to be too late to turn back 
the clock and revive these industries. 

Senator Matonr. The 2 results of the 1934 Trade Agreements Act, 
are, if I sum up your testimony correctly, (1) the destruction of your 
economic structure and (2) our iereateas on offshore foreign na- 
tions for materials which may be very difficult to secure in time of 
emergency or war. 

Representative Dawson. That is right. 

Senator Matone. Thank you, Congressman Dawson. 

Representative Dawson. Thank you, Mr. Chairman. 

Senator Matonsr. We have Mr. Gregg here. Do you have some- 
thing that you would like to leave with the committee? Time is 
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growing short. I know you appreciate that element. The chairman 
must get ready to leave for Los Angeles. 

I alw ays like to hear the witneses who are patient enough to wait 
their turn. 


STATEMENT OF KENNETH P. GREGG, SR., INDUSTRIAL ENGINEER, 
NEW YORK, N. Y. 


Mr. Grecc. My name is Kenneth P. Gregg, Sr. My address is 205 
fast 85th Street, New York City. I am an industrial engineer. I 
have specialized in the field of basic commodities, chiefly in the min- 
eral classification. I was formerly State Coordinator of Mines for 
Connecticut, WPB, during the war. I was also technical director of 
the Connecticut Development Commission, and chairman of the New 
York and New England States Council on Mineral Industries, an of- 
ficial State agency set up to uncover mineral resources and endeavor 
then to establish new industries based on supplies of raw materials 
from regional or local sources. 

I am presumed to have a pretty fair understanding of the economy 
of New England industrially, at least, and I may say that in the 
course of my war work in Connecticut, I had the opportunity to ex- 
plore and make a very intensive exploration of the potential defense 
minerals that we had there. 

I worked very closely with Dr. Frank Hess, chief mineralogist for 
the Bureau of Mines, and we went over a good deal of New England 
together. I uncovered a deposit of beryl] that I brought to the atten- 
tion of the Bureau of Mines and they thought it w: arranted a rather 
thorough exploration, and they proceeded to make the most thorough 
exploration that has been made of pegmatite, a mineral perhaps which 
is not generally recognized by that name, but it is a complex ore from 
which beryl, columbium, tantalum, uranium, and cessnium and 2 or 3 
other rare earth metallic ores are extracted. 

As a result of the work done by the Bureau of Mines, a sample of 
the deposit. was sent to College Park and that is where Oliver Ralston 
came in. He was the first to apply froth flotation to pegmatites, this 
kind of ore, and as a result for the first time it was demonstrated that 
very small amounts of the rare metal ore beryl could be economically 
recovered if associated with other ores of commercial importance, 
which would support most of the cost of recovering the beryl. 


BERYL FOR STOCKPILE 


I negotiated the rights to these particular mining properties in the 
name of the State. At that time it was Governor Baldwin’s policy to 
se what could be done to help the defense program in 1942, and the 
Metals Reserve later indicated they would like to acquire the rights 
and operate a froth flotation mill to process the ore for beryl for the 
stockpile. 

The Metals Reserve Company engaged a contractor to handle the 
operation but shortly afterward the supply of beryl from foreign 
sources seemed adequate, and they used the escape clause, and discon- 
tinued the project. 

Several years later when I was no longer on retainer by the State, 
I learned the right reverted to others and I acquired them in the 














326 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


expectation that some time they would be a very important potential 
resource. That is the status of the project at this time. 

I should say, Senator, that you have certainly put in a very strenuous 
week. It has been a privilege indeed to listen in on the papers and 
the points that have been brought out. I have no hesitancy in saying 
that as the scope of your investigation unfolded in these hearings, I 
am amazed at the vital bearing that it has on our domestic economy, 
and of course, more important still, upon our entire defense program. 

I am sure that it will go down in history as some kind of a turning 
point in the matter of our preparedness based upon our potential 
strategic minerals. 

It has been my conclusion for years that the necessary minerals for 
our economic salvation are in the ground, that all that is required is 
the right kind of geological research and discovery, coupled with appli- 
vation of Yankee know-how in the form of technological and metal- 
lurgical applications. 

Senator Martone. And probably an incentive for private industry 
to do the job. 

Mr. Greee. Absolutely. That, I think, is our philosophy or should 
be our philosophy in this country. 

Senator Matonr. Do you have any material you would like to sub- 
mit for the record? 

Mr. Greog. As I explained to Mr. Holderer, I did not expect that 
I was going to make any statement. I came to learn, not to instruct, 
but I should like to leave with you, as soon as I can get to it, some- 
thing in the way of an analysis of our national economy as affected 
by the mineral resources. 

Senator Marone. Is that a statement you would like to prepare and 
send to the committee? 

Mr. Gree. Yes; I should like to. 

Senator Martone. It will be accepted as a part of your statement, 
and we will be very happy to get it. 

(The information was not furnished at the time the hearings were 
printed and when received will be made a part of the committee files. ) 

Senator Martone. I will say to you, Mr. Gregg, that after 30 years 
in the engineering business, I believe this job we are trying to do 
is long overdue. We have had so much loose talk in the past 
20 years on our dependence on foreign nations for various mate- 
rials and minerals. Some individuals knew these minerals and ma- 
terials were available if proper incentives and conditions had been 
created for their production, but this group was not vocal enough. 
They were not able to reach the press and the committees of Congress 
which establish policy. We are attempting to study the availability 
and accessibility of the entire group of tp strategic minerals and 
materials and fuels. All other materials are admitted as available 
under competitive conditions in the United States. We hope to bring 
in the men who are technical experts and producers, potential or 
actual, of the materials so we will have the last word as to the status 
of the production of that material and its potential under proper 
conditions; and, as it is necessary, the status of the laboratory work, 
the experiments, and the exploration which are now in progress. 

We hope then to have recommendations from each of these men 
who are experts in each area—there are several minerals in an area 
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as you may have noticed—as to what should be done or what could 
be done by Congress to make these materials available in case of war 
and to bolster or build up our economic structure. 

You have heard me say before that I think 1934 was a very eventful 
year. It initiated the political approach to destroy us and the eco- 
nomic approach to destroy us. One, through the recognition of Com- 
munist Russia, without any safeguards whatsoever, and the other 
through the passage of what is known as the Reciprocal Trade Act, 
although there is no such verbiage in the act. It was under the 1934 
Trade ‘Agr eements Act that the constitutional responsibility of Con- 
gress to regul: ate the foreign commerce and exercise jurisdiction over 
the levying rof imposts, excises, and duties, was transferred to the State 
Department, which has since adjusted these duties, imports, and 
excises. 

We are very glad to have had you here. 

We are working on a 7-day 15-hour-a-day schedule. 

Mr. Grece. I have appeared before a good many committees of 
Congress over a good many years, but I have never seen anything 
like this. 

Senator Martone. Thank you. We will stand in recess to the call 
of the Chair. 

(Thereupon, at 4:15 p. m., a recess was taken subject to the call 
of the Chair.) 
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STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


THURSDAY, DECEMBER 10, 1953 


Unrrep States SENATE, 
SPECIAL SUBCOMMITTEE ON MiNerAts, MATERIALS, AND 
Furts Economics, oF THE COMMITTEE ON 
INTERIOR AND INsULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in the com- 
mittee room, 224 Senate Office Building, Senator George W. Malone, 
Nevada (chairman of the subcommittee) presiding. 

Present: Senator George W. Malone, Navada. 

Present also: Jerome 8S. Adlerman, counsel to the subcommittee, 
and George B. Holderer, subcommittee engineer. 

Senator Matone. The subcommittee will be in order. 

William C. Foster, of the Manufacturing Chemists Association, 
will be the first witness. Mr. Foster. 


STATEMENT OF WILLIAM C. FOSTER, MANUFACTURING CHEMISTS 
ASSOCIATION, WASHINGTON, D. C. 


Mr. Foster. Thank you, sir. 

Senator Manone. Mr. Foster, I believe you are familiar with the 
objectives of the subcommittee. The subcommittee is charged by 
Senate Resolution 143 to determine the availability of strategic and 
critical materials to the United States in wartime, and for our ex- 
panding economy, and for our security. 

I remember in World War I we were woefully weak in the manu- 
facture of the necessary chemicals. Of course, Germany probably 
led the world. You would know. 

Following the war there was a great movement in the United States 
to encourage the manufacture of chemicals so that we would not again 
be caught without the necessary materials for a war, and it was very 
helpful in time of peace. 

We have had the experience within the last few years, since the 
war, of certain countries even in peacetime refusing to export certain 
materials. All that evidence has been presented to the subcommittee. 
So this morning I am going to ask you to tell us just what the position 
of the chemical industry is today as far as national defense and for 
our expanding economy is. You may proceed. 

Mr. Foster. Thank you, Mr. Chairman. If I may, I will give to 
the reporter an exhibit from which I will make some extracts, and I 
will read my letter to you: 
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ForkIGN EcoNOMIO POLICY OF MANUFACTURING CHEMISTS ASSOCIATION 


I am pleased to submit on behalf of the Manufacturing Chemists Association, 
Inc., of which I am president, a copy of our statement to the Commission on 
Foreign Economic Policy. I am submitting this at the request of the committee 
and at the direction of our board of directors. This statement has been care- 
fully prepared by the board of directors and various members of the association 
most experienced in these matters and, therefore, reflects the views of the 
association. 

As stated to Mr. Randall, in preparing the statement we have done our best to 
view our industry and its position in regard to foreign economic policy from 
the standpoint of the general welfare of the United States. 

We thank you for the opportunity of submitting this statement. 

The statement, Mr. Chairman, I think does bear very well upon your 
question, and it was prepared over a long period by our members who 
reflect, as you probably know, the point of view of more than 90 per- 
cent of the production of chemicals in the United States. 

In our industry there are various types of chemical manufacturers, 
and the attempt in this statement was to make a broad policy state- 
ment which would allow for the best interests of all members of that 
association to be covered in general terms and then, of course, to allow 
the members individually to present their specific interests within that 
broad framework. 

This is a rather long statement, and I will submit it for the record, 
or I can read some of the highlights which might bear specifically on 
the things you said. 

Senator Matone. If you would like to read some of the highlights 
or make any comments you care to, we will accept it for the record as 
a part of your testimony. 

Mr. Foster. Thank you. I would like the whole statement in, be- 
cause it was prepared very carefully. 

Senator Matoner. It will be made a part of your testimony, or you 
may read it. 

Mr. Fosrer. The Manufacturing Chemists Association, Inc. (here- 
after referred to as MCA), is a membership corporation composed of 
130 companies engaged in the manufacture of chemicals in the United 
States. Its sebnaleits produce in excess of 90 percent of the chemicals 
made in this country. 

This statement is presented to the Commission on Foreign Economic 
Policy to assist it in carrying out its duties under the Trade Agree- 
ments Extension Act of 1953, and has been accepted by the board of 
directors for this purpose as well, since it states our policy in this 
field. 

It is based upon the understanding that the broad lines of United 
States foreign policy are indicated in President Eisenhower’s decla- 
ration that— 

The safety and self-interest of this Nation are inextricably tied in with the se- 
eurity and well-being of other free nations * * * 


The heart of every free nation must be honestly dedicated to the preserving of 
its own independence and security— 


and— 


Our strength demands * * * healthy two-way trade with our allies and 
friends. 


The MCA is in complete agreement with these principles and is 
convinced that the chemical industry will give them wholehearted 
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support. The MCA also believes that our primary and overriding 
objective in the formulation and execution of United States foreign 
trade policies must be the simultaneous promotion of our national se- 
curity and a sound and expanding domestic economy. 

Because our own background and experience rests in the main on 
our knowledge of the American chemical industry, we are addressing 
this statement primarily to the matters that are pending before 
your Commission, in particular, in terms of their impact on the Ameri- 
can chemical industry and, in turn, their impact on the national secu- 
rity and the national economy. The problems of enlarging interna- 
tional trade while preserving a sound and expanding domestic economy 
and safeguarding our national security are practic al problems dealing 
with the lives and welfare of the citizens of the United States and 
the rest of the free world. The solutions we devise to meet them must 
be practical solutions. Theories which fail to provide an adequate 
margin of safety furnish an unsatisfactory guide for the establish- 
ment of new policies and practices. 

Within this frame of reference, the MCA urges the Commission on 
Foreign Economic Policy to give serious consideration to the follow- 
ing factors in the formulation of its report and recommendations: 

The maintenance by the United States of a well-balanced in- 
dust rial potential is essential to the security of the United States and 
the free world. 

Senator Matone. What do you mean by that? 

Mr. Fosrrer. We mean that the greatest material asset of the free 
world is the enormous industrial and agricultural strength of the 
United States. 


ECONOMIC BACKBONE OF INDUSTRY WITHIN THE UNITED STATES 


Our position has been reached primarily through our competitive 
private-enterprise system and can only be maintained under Govern- 
ment policies and practices which provide incentive for private invest- 
ment in plants, equipment, and research, and opportunity for employ- 
ment at wages that make possible the maintenance of the American 
standard of living. This system, together with our great natural 
resources, has created our real wealth. 

Senator Matonr. How would you provide that incentive? 

Mr. Fosrer. Mr. Chairman, that is the trouble with extracting from 
the statement. As we go through the whole statement we have 
developed exactly the practices which we believe require protection. 

Senator Matone. How do you mean, protection ¢ 


METHODS OF PROTECTING DOMESTIC INDUSTRY 


Mr. Foster. Protection for incentive for new investment. Protec- 
tion to keep in being an active know-how and research. 

Senator Martone. How would you do that? 

Mr. Foster. You would do it by allowing companies to be active 
and able to grow and expand. You do it through the favorable tax 
policy and other policies. 

Senator Martone. Do you think we have those favorable policies 
now? 
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Mr. Fosrer. I think the results have demonstrated that we have at 
least the greatest number of them of any country in the world in 
view of the results which have been achieved. 

Senator Martone. I am very much interested in what you have 
broached here, the incentive for investments. Just give to us briefly 
and we will have the statement made a part of the record at this 
point. 


(The statement is as follows :) 


World conditions require that the United States preserve a sound domestic 
policy and continue to encourage the development of a well-balanced indus- 
trial mobilization base in a state of constant readiness to counter acts of 
aggression. Such preparedness includes an ample reservoir of skilled labor, 
technologists, and management, actively working at their specialties, and re- 
cruits in training. National security and a healthy, expanding economy are, in 
fact, two sides of the same coin. 

Should the United States again become involved in a global war, we could 
not hope to match the manpower which might be arrayed against us; we would 
be far outnumbered. Dr. Vannevar Bush has warned that: “We can prevail 
only by a superiority in the use of weapons of offense and defense that will 
multiply our manpower effectiveness beyond anything an enemy can achieve.” 

Industry will be able to meet foreseeable military and civilian demands and 
reduce the frantic need for diversion of essential material and manpower at a 
critical time, if and to the extent that— 


STOCKPILE OF SKILLED LABOR AND INDUSTRIAL FACILITIES AVAILABLE FOR EMERGENCIES 


1. Essential industry can be operated and maintained at a profit and kept 
technologically up to date during peacetime; and 

2. Sufficient skilled and technical labor can be retained in tasks which fit them 
for an immediate shift to wartime production. 

To develop and maintain this potential, which holds so much promise for the 
safety and welfare of the free world, in a condition to meet the future needs it 
may be called upon to fill, is simply commonsense. 


II. Security oF THE UNITED STATES AND THE FREE WorkLD DEMANDS THAT THE 
Untrep States Foster A WELL-INTEGRATED AND INDEPENDENT DOMESTIC 
CHEMICAL INDUSTRY 


STRATEGIC POSITION OF DOMESTIC CHEMICAL INDUSTRY 


The chemical industry today must be reckoned among the greatest industrial 
forces of all time; it is the nerve center of our entire industrial system. In 
peacetime its products are essential to every phase of our daily lives; in wartime 
they are indispensable. We are submitting with this statement a copy of the 
MCA facts book entitled “The Chemical Industry,” which describes the industry 
more fully. 

All industrial production in the United States is directly or indirectly depend- 
ent on an incredible variety of chemicals and chemical processes. The chemical- 
process industries account for about 20 percent of our national output. The 
manufacture of automobiles, rubber, steel and alloys, paper, glass and ceramics, 
textiles, leather, as well as the great fields of agriculture and food processing 
require various chemicals or chemical processes. 

In times of national emergency, chemicals achieve an even greater significance. 
Many chemicals, like certain branches of the Armed Forces, work at the front. 
However, just as each frontline fighter can function only if he is supported 
by rear-echelon and service troops, so chemicals which are used in combat must 
be backed up by a vast network of products and services which only an integrated 
chemical industry can supply. 

To implement its foreign policy, the United States has adopted a mutual- 
security program, which is based upon the cooperation of the free nations of the 
world, and a domestic-mobilization program, which is based on the principle 
that our international, military, and domestic policies are dependent upon and 
must be geared to the status of our industrial readiness. 
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The objective of the mobilization program is the development of economic 
strength necessary for the United States to oppose effectively acts of aggression 
and to promote peace by the expansion of production facilities beyond levels 
necessary to meet civilian demand. Wnder this program the Government reports 
that it has certified since January 1, 1950, that 18,245 private industry projects 
costing $28,492,650,000 are “necessary in the interests of national defense,” of 
which 12 percent represent facilities for the production of chemicals and allied 
products. 

Because of the vital role played by chemicals, any policies which discourage 
the contemplated expansion of our chemical industry, or weaken its present 
position, will in even greater degree prevent the development of our mobilization 
base and reduce the ability of the free world to resist aggression. 


ELEMENTS FOR CONSIDERATION IN ESTABLISHING FOREIGN TRADE POLICY 


Any proposals for changes in United States foreign trade policy, including 
tariff policy, must therefore be examined with the greatest care to ascertain 
whether or not such action would: 

(a) Preserve and foster an expanding United States economy ; 

(b) Help solve the trade problems of the free world ; and 

(c) When applied to specific commodities, be compatible with our national- 
security interests. 

In many countries, and particularly our own, steps must be taken to assure 
that certain industries and segments of industries, including, but not limited to, 
the chemical industry, be protected by reasonable tariff or otherwise in order 
to have available know-how and facilities for production of essential items of 
defense. 


RELIANCE UPON FOREIGN SOURCES FOR STRATEGIC MATERIALS 


The improvidence of relying on foreign sources for vital chemicals is even 
greater today than it was in 1919 when President Wilson advised Congress that: 

“The experiences of the war have made it plain that in some cases too great 
reliance on foreign supply is dangerous, and that in determining certain parts 
of our tariff policy domestic considerations must be borne in mind which are 
political as well as economic. Among the industries to which special consid- 
eration should be given is that of the manufacture of dyestuffs and related 
chemicals. Our complete dependence upon German supplies before the war 
made the interruption of trade a cause of exceptional economic disturbance. 
The close relation between the manufacturer of dyestuffs, on the one hand, 
and of explosives and poisonous gases on the other, moreover, has given the 
industry an exceptional significances and value. Although the United States 
will gladly and unhesitatingly join in the program of international disarmament, 
it will, nevertheless, be a policy of obvious prudence to make certain of the 
successful maintenance of many strong and well-equipped chemical plants.” 


III. Toe Free Wortp STanps ToGeTHER 


For reasons of economy and efficiency there has been a marked tendency— 
both at home and abroad—to concentrate chemical operations in large-scale 
plants and, as demand increases or new products are added, to enlarge existing 
plants rather than build new ones. In addition, the same factors responsible 
for the choice of location of one chemical plant frequently lead to the construc- 
tion of others in the same area. Hence we find large concentrations of the 
industry in or near: Baton Rouge, La., Charleston, W. Va., Chicago, Ill., Houston, 
Tex., Louisville, Ky., Niagara Falls, N. Y., northern New Jersey, Philadelphia, 
Pa., San Francisco, Calif., southern New Jersey, Billingham, England, Brussels, 
Belgium, Frankfort Main, West Germany, Ludwigshaven, West Germany. 

According to the National Security Resources Board, space is still the strong- 
est element of our defense—space between the enemy’s base and our units (his 
targets), and space between the units themselves. Hence, the farther the targets 
are from the enemy, and the more they are scattered into small units, the safer 
they become. 

For these reasons, the United States Government is now encouraging dispersal 
of essential production facilities, and, in certifying new projects as essential, 
in the interests of national defense, it requires that, wherever practicable, they 
be located away from other military targets. 
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TARIFF PROTECTION FOR OUR CHEMICAL INDUSTRY 


Under these circumstances and so long as present world tensions continue, 
a serious question is raised as to the advisability of depriving our chemical 
industry of reasonable tariff protection against low-cost imports for the purpose 
of building up the chemical industry of our allies in areas of other countries. 
Our collective security will be weakened, and not strengthened, if one of us 
is sacrificed for the benefit of the others. 


IV. Tarrrrs ARE ONLY ONE FAcToR IN INTERNATIONAL TRADE OF THE 
UNITED STATES 


O. Glenn Saxon, Professor of Economics, Yale University, made the following 
statement before a Forum of the National Industrial Conference Board, on March 
18, 1953: 

“The latest slogan—more trade and less aid—clearly implies that a radical 
and general reduction in United States tariffs, if not their total elimination and 
the acceptance of free trade by the United States at this time and on an uni- 
lateral basis, would be beneficial to the American people. It would reduce their 
tax burdens and foster a more prosperous United States economy. Tariff re- 
duction or elimination is necessary, it is contended, as a solution to the monetary, 
fiscal and trade relations problems of the other nations of the Western World. 

“Advocates of a radical revision of United States tariffs or of unilateral 
adoption by the United States of free trade fail to recognize that tariffs are 
only a minor factor under present chaotic conditions of world trade and finance 
and current international monetary instability. Total, unilateral, and imme- 
diate elimination of all United States tariffs would accomplish little in our 
efforts to stabilize international trade relations in the Western World or to 
restore its economic balance on a multilateral basis. So long as international 
trade, financial, and monetary relations are dominated by socialistic theories 
of managed currencies, compensatory spending, unbalanced budgets, monetiza- 
tion of public debts, competitive currency devaluations, arbitrary and discrim- 
inatory export and import quotas, discriminatory export and import duties, 
governmental fixation of minimum (monopolistic) prices on exports of major 
international staples, and state trading, as well as state financing by nations 
of the Western World, it is utterly unrealistic to discuss tariff reductions by, 
or unilateral free trade for, the United States as a material factor in correction 
of current instabilities and imbalances in the Western World.” 

In addition to the various kinds of governmental restrictions employed abroad, 
reference should also be made to the use of cartels in foreign countries, and to 
the high degree of concentration of the chemical industry among a few companies. 
For example, in the United Kingdom, 2 companies control 85 percent of the pro- 
duction of organic chemicals; in France, 2 companies produce 95 percent of its 
output of these materials; in Italy, 2 firms account for 80 percent of capacity ; 
in Western Germany, 4 companies produce substantially all the chemicals. By 
contrast, sales of the 3 largest American chemical companies amount to only 
about 15 percent of aggregate domestic chemical industry sales. 


EFFECT OF THE CARTEL SYSTEM ON THE WORLD ECONOMY 


The cartel system, of which all major European chemical producers were mem- 
bers prior to World War II, is not compatible with the American competitive 
system. The cartel methods of distribution are a matter of public record and 
include: the establishment of exclusive marketing areas by international agree- 
ment, control of prices at the highest level the market will bear, sales below 
cost to eliminate competition, distribution of the burden among all members, 
and recouping losses by restoring maximum prices after competition has been 
wiped out. 


Evidence is mounting that the close-working relations of the prewar European 
combines are being reinstituted. 

Continued existence of important segments of American industry depends upon 
reasonable protection against the practices mentioned above. Without such 
protection, including provision for appropriate remedial action in specific cases, 


the necessary incentive will not exist for investment of vast sums of money for 
plants, equipment, and research. 
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V. INTERNATIONAL TRADE AND AID OF THE UNITED STATES 


The post-World War II volume of United States exports has, for reasons of 
foreign policy, been greatly stimulated by United States foreign aid. It has 
included vast amounts of goods (exclusive of military assistance) which we 
have given to foreign governments. The effect of our loans and grants has been 
both to create and finance an export surplus, and to foster important groups 
interested in increasing our imports to the same level. 

s3ut shipments made or financed from the United States public funds cannot 
be considered as a part of our normal commercial trade. Consequently, this 
artificially high level of “exports” (as reported in our balance of payment 
figures) does not represent the minimum volume of commercial imports which 
can be regarded as normal now or in the future. 

And even if the current volume of United States exports, exclusive of military 
aid, were considered indicative of the minimum desirable volume of imports, 
United States economic aid has already been substantially reduced and current 
reports indicate that further reductions are now being contemplated by the 
administration. In any event 

“The once troublesome ‘dollar gap’ appears to have vanished, for the time 
being at least. During the 15 months ended June 30, 19538, foreign countries 
were able to build up their reserves of gold and dollars by a total of nearly 
$2.8 billion. These reserves amount to $21.6 billion, whereas the United States 
gold stock has declined to $22.5 billion. Exports from the United States, exclu- 
sive of military aid, are running close to imports, and the small export surplus 
is much more than offset by the excess of ‘invisible’ imports.” 

Many United States commercial exports during the postwar period have been 
of a stopgap nature—to fill temporary needs while foreign industry and agriculture 

yas being established, rebuilt, or expanded. For example, coal exports, which 
amounted to $353 million in the latter half of 1951, have declined steadily to 
$214 million in the last 6 months of 1952 and to $154 million in the first 6 months 
of 1953. 

In addition, foreign countries which previously relied heavily on imports of 
agricultural products have recently become more self-sufficient and some have 
even become net exporters. As a result, our exports of wheat, which had ex- 
panded from a 1935-39 average of 63 million bushels to a 1950-52 average of 
414 million bushels, have declined to 317 million bushels in 1952-53 and probably 
will fall even further. Several countries have increased their production and 
Turkey and Sweden have been added to the list of exporters. The same situa- 
tion either exists or may be expected to develop in respect of many industrial and 
agricultural products. 

It would, therefore, appear that, in the short run at least, we can expect a 
substantial lessening of some of our exports to those countries which are becom- 
ing more self-sufficient and to those in which we will meet competition from other 
exporting nations for the first time in many years. 

United States imports from the underdeveloped countries consist almost en- 
tirely of crude materials for industry and crude foodstuffs for further processing. 
They are, for the most part, on the duty-free list or subject to only a nominal 
tariff. As the amount of these imports is limited only by the capacity of our 
economy to consume them, no significant increase of such imports could be ex- 
pected from a reduction of United States tariffs. 


WHO BENEFITS BY TARIFF REDUCTIONS—-NOT UNITED STATES 


The principal beneficiaries, therefore, of reductions in United States tariffs 
would be highly industrialized nations. But because they are highly industrial- 
ized, their economies are not complementary to ours. It is extremely doubtful 
that there can ever be a merchandise balance of trade between the United States 
and these countries which would be mutually profitable. Any substantial in- 
crease in volume of trade with these countries can be soundly achieved only 
through multilateral trade. 


EFFECT OF THE 1934 TRADE AGREEMENTS ACT ON DOMESTIC INDUSTRY 


Actually, our present tariff rates have never functioned under conditions of 
normal international trade. The Trade Agreements Act was approved in 1934 
and reductions in rates have been made at intervals from 1936 to 1951. During 9 
of the 16 years since the first reductions were made, most of the industrial coun- 
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tries of the world have been at war. The remaining 7 years have largely been 
spent. in restoring industrial, agricultural, and residential areas destroyed or 
damaged by war and in building up peacetime industry adequate for national 
security. 

As a result of trade-agreement concessions granted by the United States during 
this period——— 

Rates have been reduced on 312 out of 427 classifications of dutiable chemicals 
and allied products (schedule 1 of the Tariff Act of 1930) ; representing 96 per- 
cent in value of all dutiable imports of such products in 1952. 

The ad valorem equivalent of rates of duty on dutiable chemicals and allied 
products (schedule 1) have been reduced a total of 51 percent; since January 1, 
1945 alone the ad valorem equivalent of rates of duty on dutiable chemicals and 
allied products (schedule 1) have been reduced 38 percent, principally as a result 
of negotiations at Torquay (September 28, 1950—April 21, 1951) which took effect 
in part on June 6, 1951 and in part on October 1, 1951. Present average ad 
valorem rates on dutiable chemicals and allied products (schedule 1) is 12.4 
percent, as compared with 12.2 percent on all dutiable imports, basis of 1952 data. 

In the last 5 or 6 years the highly industrialized foreign nations have made 
impressive strides in rebuilding their chemical plants and expanding their 
capacities. But this foreign expansion and modernization is still far from 
complete. (See for example discussion in the Times Review of Industry, 
London, England, October 1953, attached hereto, relating to the current expan- 
sion program of Imperial Chemical Industries, Ltd.) 


FULL IMPACT OF TARIFF REDUCTIONS HAS NOT YET BEEN FELT 


It is clear therefore that the United States chemical industry has not yet felt 
the full force of competition under present tariff rates from foreign chemical 
industries which are still being revitalized and expanded. 

Accordingly, the previous imbalance of trade between the United States and 
the rest of the world is not a valid argument for further reducing United States 
tariffs applicable to chemicals. 


VI. THe CHEMICAL INDUSTRY, AT HOME AND ABROAD 


One of the most distinctive characteristics of the chemical industry is its high 
degree of integration and the interdependence of its processes, particularly 
where large quantities of raw materials are processed by many successive steps 
into smaller and smaller amounts of greater and greater numbers of intermediate 
products to produce the whole host of different end products. 

This is just as true abroad as it is at home. For example, at the end of World 
War II the Allies planned to dismember the giant I. G. Farben chemical empire 
in Germany into 80 separate units. This, however, was found to be impracticable 
because the existing units were so interdependent, sometimes sharing the same 
factory site, powerplants, and other facilities. Accordingly, the original plan 
was revised downward, first to 40, then to 12, then to 5 and 4 companies. 

There are areas of chemistry in which our technology is ahead of competition 
abroad. There are others in which this is not true. And there are yet others 
in which we are behind. A large proportion of the chemical processes in use 
today were originated abroad, and the many scientists who visited Germany 
following World War II found ample evidence of a highly developed, modern 
industry which compared very favorably with their own operations at home. 

In general it was found that there, as here, the basic chemicals were produced 
in large quantity with no substantial difference in techniques, manpower, or 
productivity, and with the organic chemical industry being essentially a batch 
process. In each case, as the number of successive steps required to produce 
a product was increased, the manhours of labor per unit of product increased 
abroad in about the same proportion as in the United States. 


WAGES AND LIVING STANDARDS AT HOME AND ABROAD 


However, striking differences were then found and still exist between the 
wages and standards of living in Germany and other European countries on 
the one hand and in the United States on the other. 

In the latter part of 1951, the latest period for which comparative figures 
have been published, the average hourly earnings in United States industry were 
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from 3 to 6 times those of the European worker and had a purchasing power 
(in terms of food) varying from 1% to 4 times as much in the industrial coun- 
tries of Europe. Accordingly, the average American industrial worker is con- 
siderably better off than his European counterpart. 

Inability to compete with imported goods is, therefore, not necessarily an 
indication of inefficiency in domestic industry. Even highly efficient domestic 
industries and segments of industry may be unable to compete with industries 
in foreign countries which have lower costs due to substantially lower labor 
rates, or substantially lower living standards, or cartels, or government subsidies. 

Moreover, comparative cost of production is neither a fair nor a safe criterion 
for determining what should be imported rather than produced. Many of the 
most spectacular developments of our chemical industry, as well as our success 
in holding down prices, have resulted from research which was made possible 
and encouraged by tariff protection against low-cost European and Japanese 
products. But, as previously pointed out, the margin of this protection has 
already been reduced to a major extent by reductions in tariff rates and is being 
further reduced as foreign plants are being modernized with the help of American 
engineering skill. 

Cartels have never been operated so as to raise the status of the workingman 
and enable him to enjoy a higher standard of living. With the resurgence of 
eartels in Europe, we can expect a continuation of low labor rates even though 
output is increased with modern equipment and processes. 


FAIR TRADE VERSUS FREE TRADE 


American industry has thrived on legitimate competition, both from domestic 
and foreign producers. But the American chemical industry does not welcome, 
and the national economy nesessarily suffers from, competition of foreign goods 
offered in this country at prices lower than those at which we can profitably 
produce, resulting from cartels, Government subsidies, disproportionate wage 
rates and standards of living, manipulation of foreign currencies, or dumping. 

As stated by President Eisenhower, our objective “must not ignore legitimate 
safeguarding of domestic industries, agriculture. and labor standards.” Accord- 
ingly, lower costs and prices abroad furnish no basis for lowering any reason- 
able tariff on chemicals. 


VII. THe Erricacy or TARIFFS 


A system of nondiscriminatory tariffs (wholly aside from the level of rates 
that should be set under such system) is the simplest, fairest, and most direet 
means of regulating imports from foreign countries. 

It is both historically and currently a practical and appropriate method of 
protecting activities essential to national defense and security, and should be 
supplemented by effective legislation and administrative procedures to prevent 
“dumping” and counteract other manipulative devices by other countries. 

The American tariff system is nondiscriminatory. 

It levies the same duty on the importation of duitable products, regardless of 
source, 

It is entirely consistent with freedom of enterprise. 

It permits each person to import into the United States as much of any com- 
modity as he wishes. 

It obviates the nuisance of, and uncertainty in, having to apply for import 
quotas and licenses, and the opportunity they provide for official favoritism. 

United States tariffs are a form of excise tax (on those foreign goods on the 
dutiable list) which tend to equalize (on an overall basis) differences in foreign 
and domestic costs of production, including disparities in wage rates, and to 
protect the American standard of living. 

Elimination of substantial reduction of United States tariffs would have a 
cumulative effect in that it would result in a loss of customs revenue (amounting 
to $575 million in 1952), a loss of tax revenues from domestic sources in propor- 
tion to the amount of United States production displaced by increased imports 
and a loss in tax revenue from the employees rendered unemployed. It would 
also result in additional burdens on taxpayers to cover costs of unemployment 
insurance, retraining relocation and relief of those displaced. 
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VIII. CoNcLuUsSION 


Every important industrial country in the world employs protective devices 
of one kind or another, most of which are far more restrictive than those used by 
the United States. As long as such devices are used, one cannot safely con- 
clude that one of the countries (which have practiced a policy of protection) 
would have been as successful or more successful without it. 

Under present circumstances, it would be sheer folly for the United States 
to run the risk of adopting policies or practices which undermine essential 
domestic industry, destroy incentive to build newer and costlier plants, dis- 
courage technical research and development work, atrophy the techniques and 
skills of production, or dry up the reservoir of technical and managerial know- 
how required in this atomic age. 

This is not to say that there should be no changes in existing American policy 
in this field. It is to say, however, that when changes do occur, they should 
be in accordance with the principles set forth in this statement. 

United States international trade policies should be based upon furnishing 
sufficient encouragement for the domestic production of those quantities or those 
products which the Nation can best produce, from the standpoint of its own 
welfare and national security. Our policies should not necessarily confine our 


production to these products which we can produce more cheaply than other 
countries, 


In view of the complexity of the chemical industry and the interdependence 
of its processes, it is of the utmost importance that tariff rates applicable to 
chemicals should continue to be established by individual products or closely 
related groups of products, rather than on any ‘across the board” basis. 

Mr. Foster. The other major points which we believe should be 
developed and have been developed in detail in this statement, the 
security of the United States and the free world demands that the 
United States foster a well-integrated and independent domestic 
chemical industry. 

We have another section on the free world stands together which 
comments on the dispersal which has been rec ommended | by our mili- 
tary and political authorities, and the importance of maintaining that 
type of dispersal because of the integrated nature of our industry. 

We have another section on the fact that tariffs are only one factor 
in the international trade of the United States, referring in addition 
to such things as cartels, restrictive trading practices, convertibility 
of currency, and that type of other obstacle or restriction. 

We have a section on the international trade and aid of the United 
States, pointing out that it has been in the interest of the United 
States to give loans and grants in the past, but that did not necessarily 
determine the normal level of exports and imports which could go 
forward. 

We have another section on the details of the chemical industry at 
home and abroad, highlighting as an example the difficulties in break- 
ing down into small pieces the kind of products which the chemical 
industry is engaged in manufacturing and referring to the ex: opie 
of the énd of World War II where it had been pl: inned to dismember 
I. G. Farben into 80 separate units, but as the authorities proceeded 
they found that would interfere with production levels and at the 
end that great empire was only reduced to four companies integrated 
with each other. 

We state that American industry has thrived on legitimate com- 
petition both from the domestic and foreign producers, but the Ameri- 

can chemical industry does not welcome, and the national economy 
necessarily suffers from competition of foreign goods offered in this 
country lower than those at which we can profitably produce, result- 
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ing from cartels, Government subsidies, disproportionate wage rates 
and standard of living, manipulation of foreign currencies and dump- 
ing. 

‘We then talk about the efficac y of tariffs as a means of regulating 
imports of foreign countries. 

Senator Martone. What do you say about that? 

Mr. Fosrer. I can read that if you like, sir. 

A system of nondiscriminatory tariffs (wholly aside from the level of rates 
that should be set under such system) is the simplest, fairest, and most direct 
means of regulating imports from foreign countries. 

It is both historically and currently a practical and appropriate method of 
protecting activities essential to national defense and security, and should be 
supplemented by effective legislation and administrative procedures to prevent 
“dumping” and counteract other manipulative devices by other countries. 

The American tariff system is nondiscriminatory. 

It levies the same duty on the importation of dutiable products, regardless of 
source, 

It is entirely consistent with freedom of enterprise. 

It permits each person to import into the United States as much of any com- 
modity as he wishes. 

It obviates the nuisance of, and uncertainty in, having to apply for import 
quotas and licenses, and the opportunity they provide for official favoritism. 

United States tariffs are a form of excise tax (on those foreign goods on the 
dutiable list) which tend to equalize (on an overall basis) differences in foreign 
and domestic costs of production, including disparities in wage rates, and to 
protect the American standard of living. 

Then we have a set of five conclusions. 

Senator Martone. Let us discuss this just a minute. Iam very much 
interested in your statement. As I understood you to say, you believe 
in the American tariff system as being the fairest way of regulating 
foreign commerce. 

Mr. Foster. That is what our statement says, sir. 

Senator Martone. You mean a tariff system as regulated by the 
Tariff Commission, or the tariff system as regulated by the State De- 
partment ? 

Mr. Foster. We took no position on that, sir. Our reference is to 
the functional activity, and not to the means of administration. 

Senator Matone. On what basis would you fix the tariff? 

Mr. Foster. That is a very broad question, sir. 

Senator Martone. It is very simple in the tariff law. 

Mr. Foster. The Tariff Commission is the one that arrives at that. 


RESPONSIBILITY FOR FIXING OF TARIFF RATES NOW RESTS WITH THE STATE 
DEPARTMENT 


Senator Matone. It does not unfortunately at this time. You can 
read section 336 of the Tariff Act, it is in our record, which is still 
the law, and operative in the absence of any agreement on trade by 
the Secretary of State, if the 1934 Trade Agreements Act were not 
operative. That, of course, was the act that transferred the constitu- 
tional responsibility of Congress to lay and collect the duties, imports, 
and excises, called tariffs and import fees, and to regulate foreign 
commerce to the executive. So that Tariff Commission as an agent 
of Congress no longer has that responsibility. 

I think you must ; know what section 336 says. It says’ roughly that 
they determine the difference in cost between an article produced i in 
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this country and a like article produced in another nation. Is that 
the way you understand it? 

Mr. Fosrer. Yes, sir. 

Senator Martone. Are you for that method? I am just asking you 
because you brought it up and said it was the fairest method. 

Mr. Foster. We do say it is the fairest method and that is our belief. 

Senator Matone. This of course is only an economic matter laid 
down in the tariff law. It has been that way for 75 years. But since 
it was transferred in 1934 to the executive, meaning the State Depart- 
ment, they have injected a political factor allowable under the 1934 
Trade Agreements Act, that they can consider this overall economic 
situation and what is good for the overall economy of the United 
States. If in the State Department they decide that it is good to trade 
off a part of an industry to some other nation, they can make that 
agreement and lower the tariff without regard to the tariff considera- 
tions, that is true. 

Mr. Foster. That is true under reciprocal-trade agreements. 

Senator Martone. You are not for that? 

Mr. Foster. We took no position on that, sir, as to the method of 
doing so. We say that the nondiscriminatory tariff is the fairest in 
our opinion. 

Senator Matone. You have not taken a position as to whether the 
State Department should be continued as the sole custodian of the 
foreign-trade arrangements. You do know that the Congress passed 
the 1934 Trade Agreements Act and transferred all the responsibility 
to the executive branch. You understand that? 

Mr. Foster. Yes, sir, we have taken no position on that. 

Senator Matone. I do not understand how you could not take a 
osition on injecting a political factor and being able to give away your 
yusiness any time they want to. Your business does carry a tariff, 

I judge. 

Mr. Foster. Yes, sir, it does. 

Senator Matonr. It is necessary ? 

Mr. Foster. We believe in many instances it is. 

Senator Martone. In what instances would you think it was not nec- 
essary? Of course, you understand and I fully understand that 
yerhaps half of our trade requires no imports or tariff at all, and none 
had been considered necessary. But the reason a tariff has been con- 


sidered necessary on some products was to protect the workingmen 
and the investors. The ebibiciapiiian have a stake in this thing as well 
as the investor. You no doubt have labor organizations in your busi- 
ness. What part of your business is now carrying a tariff which you 
consider unnecessary ¢ 

Mr. Foster. Mr. Chairman, this statement on behalf of the entire 
industry in which as we say in our conclusion: 


In view of the complexity of the chemical industry and the interdependence 
of its processes, it is of the utmost importance that tariff rates applicable to 
chemicals should continue to be established by individual products or closely 
related groups of products, rather than on any “across the board” basis. 

Senator Matonr. I like that statement. It makes a lot of sense. I 
am trying to ask you why you have taken no position. 

Mr. Foster. I am attempting to answer your question by saying that 
the Manufacturing Chemists Association, therefore, in having stated 
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that as their belief, believe it can be best made clear to your committee 
by individual companies which manufacture indiv idual products, 
rather than the MCA for all the companies, some of which companies 
have protec tion on some of the products, and some of which have no 
protection on others, and it would be presumptive for me to reflect 
that view to you. 

Senator Matone. This subcommittee is making no effort at all of 
having every chemical company come before it. 

Mr. Foster. I realize that. 

Senator Matonr. We recognize the responsibility of your associa- 
tion and the responsibility of its officers and their complete knowledge 
of the chemical industry. It has seemed to some of us for a long time 
that what we needed is to decide how we are going to treat American 
industry, American labor, and American investors, and not try to 
single out any one and say we will throw you over to Nation X, but that 
we will protect the labor and investors in this industry and maintain 
it. That is a little outmoded, too. So you, being one of the top men 
in the association, we thought you would have some pretty definite 
ideas. 

Mr. Foster. I am speaking for the association which represents a 
great many companies. 

Senator Matone. Would you like to speak for vourself and let the 
association out of it? I will ask you personaliy what you think 
about it. 

Mr. Foster. I have been instructed to present this statement as re- 
flecting the views of our member companies, and I accept these as we 
have unanimously accepted them in our board of directors. 1 do not 
have the knowledge of the chemical industry, quite frankly, to answer 
specific questions on all specific commodities. As we state, I think 
well, in that paragraph which I read, it is a highly complex industry. 

Senator Martone. I think you are evading the issue and I am sorry 
you have. I do not know much about the chemical industry. I was 
not a chemical engineer. I do know something about certain sectors 
of the industry where I have been employed at different times. You 
cannot be on one side on one industry and on the other side for 
another in my humble opinion. You have to be for a principle. The 
Constitution of the United States laid down the principle. They 
specified the branch of the Government—the 3 branches, at least there 
used to be 3 branches, I do not vouch for that until after we see what 
Congress does this time—they specified the branch of Government 
that shall regulate these tariffs and import fees which the Constitution 

calls duties, imposts, and excises, and that Congress shall regulate 
foreign trade. Do you believe they should ? Should we go according 
to the Constitution of the United States, or do you not take any position 
on that? 

Mr. Foster. Of course, we should go by the Constitution of the 
United States, but I do not want to take a position as to whether they 
are doing it or not. That as you have indicated has been of consider- 
able controversy. 

Senator Matonre. You know that the Constitution of the United 
States says the Congress shall do it. 

Mr. Foster. You certainly do it through the initiation of laws passed 
by Congress. 
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Senator Matone. Do you know what the Constitution says in that 
regard? So the Congress shifted the responsibility to the Executive. 
I am only asking you | whether you think the legislative branch of the 
Government should through its agent, the Tariff C ommission, or any 
agent that it sets up, should assume its responsibility and do the job 
in accordance with what you said just now, that the tariffs are the best 
arrangement. 

I understood you to say that you believe it should be on a purely 
economic differential, the difference in cost here and abroad, and the 
wage standard of living differential perhaps? 

Mr. Foster. Not quite as simple as that, sir. Wesaid that American 
industry has thrived on legitimate competition both from domestic and 
foreign producers. 

Senator Martone. What do you call legitimate competition? 
Legitimate competition would be going according to any law that then 
existed. 

Mr. Fosrer. As a lawyer’s definition, perhaps it would. 

Senator Martone. Are you thriving now in all your industries ? 

Mr. Foster. We are thriving now; yes, sir. 

Senator Matone. Then you are satisfied with the w ay itis? 

Mr. Foster. But the American chemical industry does not wel- 
come, and the national economy necessarily suffers from competition 
of foreign goods offered in this country at prices lower than those 
at which we can profitably produce, and then we list a number of 
items which prevent that in our opinion being proper, resulting from 

cartels, government subsidies, disproportionate wage rates and stand- 
ards of livi ing, manipulation of foreign currencies or dumping. 

Senator Martone. Your disproportionate wage rate is, of course, 
so obvious in almost any foreign country. Canada is the only one 
that approaches our wage rates, and they are lower. So as a matter 
of fact, in that statement, then, you do not favor injecting a political 
a wctor, and making a deal to lower the tariffs with a country that has 

1 lower wage rate without consideration of that differential between 
the wage rates. Is that what I understand from your statement ? 

Mr. Fosrer. No, it is not that simple. 

Senator Maronr. I wish you would explain it. 

Mr. Foster. A wage rate, of course, is one factor in cost. I think 
what this statement says is that a disproportionate wage rate might 
conceivably be on a level that it would make it such an important 
factor in cost that that would be an item against which we should be 
protected. But there are many other end costs in a product. We 
again were attempting to say in shorthand that this is one of the 
factors that should be looked at. 

Senator Matonr. Of course, that is true. The Tariff Commission 
under the Tariff Act of 1930 has the latitude to take in all those 
factors, does it not ? 

Mr. Foster. It does. 

Senator Martone. Then as you know, or probably you have not yet 
found out, when the State Department makes one of these agree- 
ments, what they are trying to do is to do something that they think 
in their foreign relations will make a good deal. If it hurts an indus- 
try they have already said they will try to set up schools of instruc- 
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tion to teach the employees different occupations and to go into some 
other occupation. 

They fully realize they are going to cause unemployment. They say 
that. The question you have brought up by your statement is the 
policy that eta be adopted here. This committee is very much 
interested in what will maintain a strong, going-concern industry 
in this siiaiery, not only your own particular chemical industry, but 
the watch industry, where you get your workers in an emergency to 
make these instruments that go on the dashboard of the airplanes and 
the machine tool industry and the crockery industry, and almost every 
industry. 

We understand that the wage rate is only one item, but as long as 
the taxpayers of America are paying for a good deal of machinery 
that is going over there—perhaps you are paying for part of it your- 
self—and when you as a chemical operator can put your own ma- 
chinery and your own superintendents and your own foremen in a 
lower wage country and send the stuff back under a tariff that does not 
make up that difference, then I am asking you the question as to 
whether you are for that or not, or you are for the principle laid down 
in the Tariff Act. 

Mr. Foster. The Congress has also gone ahead with this other leg- 
islation which allows another agency of the executive branch to in- 
troduce these other factors which you so well described. I believe 
that is an item in the world of today which has to be taken into con- 
sideration. 

Senator Matone. How would you take it into consideration ? 

Mr. Foster. I think this is certainly one method. 

Senator Martone. You think it is one method and do you approve 
of it to leave it the way it is? 

Mr. Foster. As I said, Mr. Chairman, in presenting this we have 
taken no position on this because this is a statement of general policy. 

Senator Martone. I will read section 8 to you. 

Mr. Fosrer. By all means, sir. 

Senator Mavone. It is article 1, section 8, of the Constitution of 
the United States: 


Congress shall have power to lay and collect taxes, duties and excises— 


and then some other duties not connected with the fixing of the duties 
and imposts and excises— 


to regulate the commerce with foreign nations. 


The law is clear as to what Congress said in the power it gave to 
the Tariff Commission. I guess you will agree with that policy 

Mr. Foster. Yes, sir. 

Senator Matonr. When it is transferred away from the Tariff Com- 
mission, the Tariff Commission are nothing but errand boys now, all 
they can do is make a study and recommend. The State Department 
in any agreement that it makes, whether it cuts the duty in half on 
something that you think should not have been touched, and the sy have 
a fully legitimate reason because a think they are gaining friend- 
ship or more trade in another ¢ , maybe they y will “help the 
machine-tool business by et a with Ais ark, trading the chemical 
business off to somebody else. You know we have the most- favored- 
nation clause, so that the Government could trade with enmark, and 
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every other nation gets the benefit of it. You are familiar with that 
provision ? 

Mr. Foster. Yes, sir. 

Senator Matonr. Maybe they think they could sell some machine 
tools to Denmark if they lowered their tariff on machine tools, and 
then we lowered the tariff on the chemical industry so this other nation 
that gains this full benefit could send chemicals here. If they think 
that helps the economy of the United States, they have that power. 
You are familiar with that? 

Mr. Foster. Yes, sir. I think you have to take those other factors 
into consideration. 

Senator Matonr. That is exactly what I wanted you to say. Now 
you are on record, and go right ahead. 

Mr. Foster. If I may read the conclusions of this, Mr. Chairman, 
and the whole statement has been in the record, as I understand your 
instructions. 

Senator Martone. That is right. 


TARIFFS AND RESTRICTIONS ESTABLISHED BY OTHER COUNTRIES 


Mr. Foster. Every important industrial country in the world em- 
ploys protective devices of one kind or another, most of which are far 
more restrictive than those used by the United States. As long as 
such devices are used, one cannot safely conclude that one of the 
countries (which have practiced a policy of protection) would have 
been as successful or more successful without it. 

Under present circumstances, it would be sheer folly for the United 
States to run the risk of adopting policies or practices which under- 
mine essential domestic industry, destroy incentive to build newer 
and costlier plants, discourage technical research and development 
work, atrophy the techniques and skills of production, or dry up the 
reservoir of technical and managerial know-how required in this 
atomic age. 

This is not to say that there should be no changes in existing Ameri- 
can policy in this field. It is to say, however, that when changes do 
occur, they should be in accordance with the principles set forth in 
this statement. 

United States international trade policies should be based upon fur- 
nishing sufficient encouragement for the domestic production of those 
quantities of those products which the Nation can best produce, from 
the standpoint of its own welfare and national security. Our policies 
should not necessarily confine our production to those products which 
we can produce more cheaply than other countries. 

In view of the complexity of the chemical industry and the inter- 
dependence of its processes, it is of the utmost importance that tariff 
rates applicable to chemicals should continue to be established by 
individual products or closely related groups of products, rather than 
on any across-the-board basis. 

Those are our conclusions. That is the end of my statement, sir. 

Senator Martone. It is a very clever statement for the chemical in- 
dustry, but I do not think you are going to go very far with it. As 
I understand you, you are for-a tariff on chemicals, and if they see 
fit to trade any other industry down the river, it would be all right 
with you. Is that about the size of it? 
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Mr. Foster. No, sir; that is not what the statement says. 

Senator MALone. You said that trade policies should be in accord- 
ance with your statement that we should not really rely altogether 
where we could get these products the cheapest. You agree with the 
State Department’s policy of injecting a poltical factor, but you think 
there ought to be a tariff on chemicals to protect your industry from 
competition abroad. 

Mr. Foster. We made the statement that because of our background 
and experience rests in the main, because of our knowledge of the 
American industry, we are addressing this statement primarily in 
terms of their impact on the chemical industry. We did not presume 
to make that statement with respect to others. We do on the general 
basis accept the President’s broad outline of United States foreign 
policy as indicated in those three quotes which I made, which also 
bring in other factors than the immediate interest of the chemical 
industry. 

Senator Matone. Would you say offhand that every other industry 
should have the same privilege you have to come in and ask for the 
protection and say they are not interested in principle in the chemical 
industry or any other than their own? 

Mr. Foster. I don’t think we quite said that, sir. I think that 
every other industry should have the opportunity of coming in. 

Senator Matonr. Then you believe that some officer in the executive 
department should have the authority to determine what industry 
should be retained in this country, and what should be traded for some 
other advantage? In other words, you would be remaking the in- 
dustrial map of the country. 

Mr. Foster. Mr. Chairman, you mention some officer. Yes, the 
President of the United States. 

Senator Matonr. I did not want to confine it to the State Depart- 
ment. They might change it to another Cabinet officer 

Mr. Foster. I think the President of the United States should have 
that under the direction and under the legislation which you gentle- 
men see fit to provide. 

Senator Matonr. You think we should leave it the way it is, and 
if the President of the United States should decide that it would 
be better to trade off a part of the chemical industry, you are entirely 
satisfied ? 

Mr. Foster. We have not necessarily said we would like to see it 
remain as it is. We said if there are changes we believe we have set 
forth some general principles which should be taken into considera- 
tion. 

Senator Martone. If the law changes. 

Mr. Foster. This is not to say that there should be no nae in 
‘xisting American foreign policy in this field. It is to sa , however, 
that when changes do occur, they should be in acuta e with the 

principles set forth in this statement. 

Senator Matonr. What are the principles set forth in that state- 
ment? I am clearly confused now. I tried to do this in a little 
raore compact way. As I understand it, you believe that the authority 
should remain in the State Department to determine what industry 
should be maintained in this country, and what industries safely 
can be traded to another nation through the lowering of tariffs or 
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protection. Of course, you agree with me, I think, when you lower 
the protection, you trade a part of the industry. 

Mr. Foster. We believe that reasonable protection is required where 
it can be demonstrated to be in the interests of the national economy 
and the national securit 

Senator Matonr. What do you call reasonable protection ? 

Mr. Foster. That is a difficult question. We believe that can be 
demonstrated by the specific presentations of members of our associa- 
tion. 

Senator Matonr. Do you believe it should be done on the basis of 
fair and reasonable competition 

Mr. Fosrer. We have used the term “legitimate.” I would certainly 
accept the fair and reasonable competition phrase as well. 

Senator Matonr. Many believe that onli be a fair way of doing it. 
If we are leaving it in the State Department, would you think that 
the State Department ought to be confined to that method of trading 
and making trade agreements that they should not lower any tariff 
or they should raise it if it is not now in that category on the basis 
of fair and reasonable competition ? 

Mr. Fosrer. May I comment on leaving it in the State Department? 
I speak simply out of memory on that. I believe it is given to the 
President, who in turn would delegate it to the State Department, 
which deals on matters of foreign policy for him. I think the State 
Department in that consideration would necessarily consult with and 
deal with the other representatives of the executive branch. 

Senator Martone. You think they would? 

Mr. Foster. Yes, sir. 

Senator Matonr. There is no way, however, to force such coopera- 
tion. 

Mr. Fosrrr. No, except it is the way the executive branch is pre- 
sumed to operate. 

Senator Matone. I might read part of this law to you, the one you 
are operating under now. 


” 


An Act to amend the Tariff Act of 1930, part 3, section 350 (a) : For the purpose 
of expanding foreign markets of the United States as a means of assisting in 
the present emergency and restoring the American standard of living and over- 
coming domestic unemployment and present economic depression, in increasing 
the purchasing power of the American public and in establishing and maintain- 
ing a better relationship among various branches of American agriculture, in- 
dustry, mining, and commerce, by regulating the admission of foreign products 
into the United States in accordance with the characteristics and need of the 
various branches of American production so that foreign markets will be made 
available to those branches of American production which require and are capable 
of developing such outlets by affording corresponding market opportunities for 
foreign products in the United States, the President, whenever he finds any 
existing duties or any other import restrictions of United States or any other 
foreign country are unduly burdening in restricting the foreign trade of the 
United States, and the purpose above declared, will be promoted by the means 
hereinabove specified, is authorized from time to time to enter into trade agree- 
ments with foreign governments or instrumentalities thereof— 


and then it continues. 

My last question would be whether you think the Congress of the 
United States should lay down a policy of fair and reasonable compe- 
tition as being the criteria of fixing tariffs and import fees, or whether 
you think you should take in all these considerations that are enumer- 
ated here, so that you can trade one industry to a foreign nation for 
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another one to increase our foreign trade and increase our exports, 
we will say, of foreign products, if we traded the chemical industry 
to some foreign nation, because that would give them dollars to buy 
farm products ¢ 

It is not necessary that you answer that question, but I am asking 
you. Do you think Congress should lay down a principle upon whic h 
this foreign trade should be regulated, or do you think we should 
keep om horse trading like we have for 20 years? 

Mr. Fosrer. I have no objection to these principles as laid down 
personally. We have not commented on it as an association. 

Senator Matonr. I think you have answered the question and we 
are very glad to have you here. I would not be surprised that if every 
industry took that attitude that that is exactly what you would get. 

Mr. Fosrer. Thank you, Mr. Chairman. 

Senator Matonse. Mr. Edwin Wilkinson, National Association of 
Wool Manufacturers of New York. 


STATEMENT OF EDWIN WILKINSON, NATIONAL ASSOCIATION OF 
WOOL MANUFACTURERS, NEW YORK, N. Y. 


Mr. Wixtxrnson. Thank you. 

Senator Martone. You are familiar with the objectives of the sub- 
committee, and you have a very important association. You have a 
very important industry; especially is that so in wartime, when the 
heat is on to clothe the Army, the Navy, and the Marine Corps, and the 
Air Force. 

If you have a written statement, you may proceed in any way you 
see fit. You may comment or submit the written statement for ‘the 
record, or read it, however you would like to proceed. 

Mr. Witxinson. Thank you very much, Mr. Chairman. 

My name is Edwin Wilkinson. I am executive vice president of 
the National Association of Wool Manufacturers, which has stood in 
opposition to the trade agreements program since its inception. It 
so stands today, that is, in opposition to the trade agreements program. 

For many years, when we stood up to be counted, we were subjected 
to the accusation of crying wolf. We were challenged to show damage. 
It mattered not to those who held contrary views that we freely 
admitted that under world conditions then prevailing we could not 
show damage. The textile industry the world over was busily engaged 
either in defense production or in an effort to fill the tremendous 
vacuum for textiles in the wake of World War II. We were approach- 
ing what might be termed normality when renewed impulse was 
imparted to textile production by Korea. All that has terminated. 


IMPACT OF IMPORTS ON THE WOOLEN INDUSTRY 


The American wool textile industry has been experiencing unsatis- 
factory operations for over 2 years. Meanwhile imports of woven 
woolen and worsted fabrics are mounting. In 1952 the volume 
reached 24 million square yards, a 30-year record. 

Perhaps our protest that we cannot overcome a 4 to 1 or better 
wage gap to our disadvantage under the presently drastically reduced 
duties may now find more sympathetic ears. 
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CLOSING OF WOOLEN AND WORSTED MILLS 


In this connection, Mr. Chairman, I think you may be interested to 
know that since January 1, 1949, 140 mills commonly classified as 
woolen and worsted manufacturing mills have gone out of business. 


THE STRATEGIC IMPORTANCE OF THE WOOLEN INDUSTRY 


There is more at stake than our will to make a profit performing a 
useful function. Like it or not, a vigorous wool textile industry is 
vital to our defense posture. If the surrender and transfer of our 
wool textile industry to foreign countries, on the perimeter of a poten- 
tial enemy, could assure the peace, it might be a small price to pay, 
but that is a dead-end hypothesis. 


DOMESTIC TARIFF REDUCTIONS VERSUS TRADE BARRIERS OF FOREIGN NATIONS 
SUBSEQUENT TO 1934 TRADE AGREEMENTS ACT 


Pursuit of the trade agreements program has led to about a 50- 
percent reduction in our duties. We are among the world-trading 
nations a low-tariff nation, and now our bargaining power would 
appear to be exhausted and what has been the result? Our State 
Department admits that the barriers to world trade erected by for- 
eign nations are more numerous today than at the inception of the 
program. Our foreign friends under the deceptively appealing 
slogan “Trade not aid” ask for still further reductions in our duties. 
It is our view that it is high time that the Congress of the United 
States resumed its obligation to control our foreign trade policies. 

A revitalized Tariff Commission could do much to relieve the Con- 
gress of detailed studies. It could finely comb existing schedules 
within the framework of liberal principles to be delineated by the 
Congress, and could even be assigned the responsibility of effecting 
such changes, subject to congressional veto, as appeared dictated by 
those principles. 

With the control of our foreign trade policy restored to our own 
hands, we could provide the flexibility required for liberality and 
protect the national welfare. 

Under such a system we could expect the elimination of confusion 
incident to the operations of an escape clause. That is the para- 
doxical arrangement where we make concessions to a foreign country, 
and then if they take advantage of it we squeal here. Now you have 
it, now you don’t. By the same token American producers find their 
markets subject to much vagary. 

Our liberality under this program should be addressed in our 
opinion to the stimulation of trade in goods and services we need 
and do not have. A busy prosperous America with its peerless stand- 
ards of employment is the world’s greatest market for the world’s 
goods. A shift in any part of that high level of activity to areas of 
lower standards can only result in a reduction of the whole. 

Our purpose, in our belief should be to entice others to our level, 
rather than to debase our own standards of employment to theirs. 

We, too, Mr. Chairman, are bringing to conclusion a statement we 
propose to file with the Randall Commission. If it would be of any 
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interest to you, we should be very happy to see that you have a copy 
to deal with it as you will. 

Senator Matone. Is this the copy you are going to file? 

Mr. Wiixrnson. No; it is being brought to conclusion. 

Senator Maronr. When will it be available? 

Mr. Wiix1nson. We expect to have it available the early part of 
next week. 

Senator Martone. If you will submit a copy, it will be made a part 
of the committee files. 

Mr. Wiikinson. Very well, sir. 

Senator Matone. Does that complete your statement ? 

Mr. Wixrnson. Yes, sir; that completes my statement. 

Senator Matone. I understood you to say that the Congress should 
reassume its constitutional responsibility to regulate foreign trade. 
You are familiar with the Tariff Act as to what it provides’ and sec- 
tion 336 of the Tariff Act, as to the difference in the cost of produc- 
tion of a domestic article and a like foreign article in a chief com- 
petitive country. You are familiar with that, are you? 

Mr. Wixkrnson. Yes, sir. 

Senator Martone. If the Congress does not see fit to extend the 
1934 Trade Agreements Act beyond June 12, 1954, it would auto- 
matically revert to the Tariff Commission. That is true, is it not? 

Mr. Wiixrson. It would revert to the Congress; yes, sir. 

Senator Martone. Under section 336, the Tariff Commission are 
a part of the law, and they fix that differential cost just described, 
and then submit it to the President with recommendations and when 
he approves them, it becomes the law or the tariff. Congress unless 
it took up some spec ‘ial item would not particularly be concerned 
with it. They have laid down the principle there. You are familiar 
with that law. 

Mr. WiLKrInson. Yes, sir. 

Senator Martone. That is the principle laid down by the Congress. 

Mr. Witxtnson. You are speaking of the ability of the President to 
lower a rate by 50 percent ? 

Senator Matonr. No, if Congress did not extend the 1934 Trade 
Agreements Act, then any product that was not covered by trade agree- 
ment immedi: ately reverts to the Tariff Commission as an agent of 
Congress, and under section 336, they fix the tariff on a purely economic 
basis, that is, on the difference of production cost of an article in this 
country, and the cost of producing a like article in the chief competi- 
tive country, and they recommend to the President that be the tariff, 
and when he approves of it, it is the tariff. He has no power under the 
Tariff Act to change it at all. But under the 1934 Trade Agreements 
Act, where the Congress transferred to the Executive the right to make 
these trade agreements, as long as it remains in full force and effect, 
he can change any tariff, that is, the State Department, or whatever 
department the Executive designates, 50 percent up or 50 percent 
down. Then Congress added another 50 percent to that, and that 
means a total of 75 percent, I believe. But if, as you suggest, Congress 
reassumes the authority, it simply would not extend the act, and ther 
the 1934 Trade Agreements Act expires on June 12, 1954. That is 
what you would like to see? 

Mr. Wixxrnson. That is correct, s 
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Senator Matone. You do not believe the escape clause is effective? 

Mr. Wiixrnson. Observation of the escape clause has not led us to 
the belief that it has been an effective instrument. Perhaps we were 
prejudiced, and we were rather skeptical of its effect when it was put 
in, because it is just a paradox. You should not say you are going 
to give someone a greater share of your market unless you mean it. if 
he takes advantage of it and you cut him off, why make the gesture of 
giving him a greater share in the first place. 

Senator Matone. You have the State Department or the Executive 
as the judge as to whether or not the escape clause would be utilized in 
any particular case, do you not? 

Mr. Wrixrnson. Yes, but our principal objection to it is that it 
seems to bring in political considerations, rather than economic con- 
siderations in its administration. 

Senator Matone. Do you think the political considerations should 
be discarded, and the tariffs or import fees or duties as the Constitution 
of the United States calls them, fixed on economic considerations ? 

Mr. Wiikrnson. Yes. 

Senator Matonr. On the basis of fair and reasonable competition. 

Mr. Wickrnson. Yes. 

Senator Matone. I think, Mr. Wilkinson, you have contributed a lot 
for the benefit of the committee, and we thank you very much for your 
appearance. If you will send this report that you mentioned to us, 
to the chair1 man, Senate Office Building, when it is ready, we will make 
it a part of your ee 

iif there is any further brief you would like to submit you may do 
so at any time before the committee submits its report to the Senate. 

Mr. Witx1nson. Thank you very much for the opportunity to ap- 
pear, and for your courtesy. 

Senator Matonge. Mr. DeWitt Schieck, Cordage Institute, Wash- 
ington, D. C. 


STATEMENT OF DeWITT C. SCHIECK, CORDAGE INSTITUTE 


Mr. Scurecx. Thank you, sir. 

Senator Marone. Mr. Schieck, you are familiar with the objectives 
of the subcommittee, and we are very much interested in your testi- 
mony, because you are in a business that is very vital in times of 
emergency. If you have a written statement, you may either read it 
or comment from it, and submit it for the record, as you please. You 
may proceed in your own way. 

Mr. Scurecx. Thank you, Mr. Chairman. I have a written state- 
ment. It is not too long. If I may, I would like to read it into the 
record. 

Senator Matonr. Go right ahead. 

Mr. Scutecx. My name is DeWitt C. Schieck, and I am secretary 
of Cordage Institute, 350 Madison Avenue, New York, a trade asso- 
ciation of United States private hard-fiber cordage and twine manu- 
facturers. This statement is made on behalf of the members of 
Cordage Institute and several nonmember manufacturers. The 
names of these manufacturers and the factories they operate are listed 
at the end of this statement. 
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COMPOSITION AND LOCATION OF THE INDUSTRY 


The hard-fiber cordage and twine industry is presently comprised 
of 17 companies operating 22 plants in 11 States, as follows: Cali- 
fornia, Illinois, Louisiana, Massachusetts, Missouri, New Jersey, New 
York, Ohio, Pennsylvania, Washington, and Wisconsin. More than 
one-half of the companies in the industry fall in the category of smali 
business. In addition, there are six State prisons manufacturing 
cordage and twine. Also the Navy Department operates a rope mill 
at the Boston Navy Yard. 


MANUFACTURED PRODUCTS 


The products of the industry in the main are rope, baler twine, 
binder twine, and industrial and fishing twines. Rope, as you know, 
is essential to the operation of our Army, Navy, and merchant marine. 
It also has essential uses in our transportation, mining, construction, 
agricultural, fishing, and oil-well drilling industry. 

Baler twine is used in the automatic pic kup baler for the baling of 
hay, straw, and other forage crops. The use of this type of baler re- 
sults in savings in labor and in storage space and often enables the 
farmer to recover his hay drop under adverse weather conditions 
because of speedy and efficient handling. It is essential to the pro- 
duction of the maximum amount of beef and dairy products during 
time of war when farm labor is least available. 

Binder twine is used in the reaping machine for the harvesting of 
small grains. The use of this twine has diminished gradually over 
the years since the introduction of the combine. However, it is still 
important in those areas where this type of harvesting is still practiced. 


IMPORT OF RAW MATERIAL 


All of the raw fibers used by the industry—namely, abaca, sisalana, 
and henequen—are imported. Therefore, in the course of its opera- 
tions this industry contributes many millions of dollars annually to 
the economic welfare of the countries producing these fibers. None 
of these fibers is or can be grown in this country on a commercial 
basis since they flourish only under tropical conditions and, there- 
fore, quite properly enter this country free of duty. 

Abaca, used mainly for the manufacture of rope, is obtained from 
the Philippine Islands, Indonesia, and Central America. Production 
in the last two named sources is relatively small in comparison to the 
Philippine production. 

Sisalana, used mainly for the manufacture of baler twine, is ob 
tained primarily from British East Africa, Angola, Mozambique, 
Haiti, Brazil, and Indonesia. There are other minor sources. British 
East Africa accounts for the major portion of the world supply. 

Henequen, used mainly in the production of binder twine, is ob- 
tained from Mexico and Cuba. 

Abaca was declared strategic material prior to World War II. 
However, at the beginning of the war, the only substantial supply of 
fiber available in this country for the national defense consisted of 
the inventories maintained by the United States industry, which 
amounted to about 1 year’s normal supply. <A great deal of effort 
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and large sums of money were expended during the war to obtain 
necessary fiber supplies. Even so, hard fibers remained critically 
short all during the war and for a considerable period thereafter. 
During this period the industry was compelled to use substitute and 


unsuitable fibers with resulting waste in manpower and the placing 
in jeopardy of lives and property. 


STOCKPILE OF STRATEGIC AND CRITICAL ABACA AND SISAL 


Shortly after and because of World War II experience, both abace 
and sisalana fibers were declared strategic materials anod are pres- 
ently being stockpiled by the Federal Government. In addition the 
Government is operating 5 abaca plantations in Central Americ: 
comprising about 25,000 acres. These plantations were first started 
during World War II by the Government because all other sources 
of this fiber had been cut off by enemy action. These plantations 
have been considered as a stockpile in the ground and a necessary sup- 
plement to the national stockpile and their continuance and expansion 
was authorized by the Abaca Act of 1950 (Public Law 583). The 
Munitions Board was the sponsor of this bill. The industry con- 
curred with the Munitions Board and supported the bill based on its 
understanding of the necessity for a continuing production of abaca 
for any war emergency in addition to the warehouse stockpile. The 
determination as to the size of the stockpile in the ground was the 
decision of the United States Government based, presumably, on its 
estimates of the time, duration, and nature of the war emergency for 
which the stockpile was established. 


ABACA 


Since abaca is a vegetable material and will deteriorate with age, 
the stockpile must be rotated periodically (new fiber for old) in order 
to maintain it in fresh and usable condition. Because of this the size 
of the stockpile is limited by the rate of consumption of fiber by the 
United States industry. We understand that normal consumption by 
the United States industry is not sufficient to rotate a warehouse stock- 
pile of abaca of the size estimated by the Munitions Board as required 
to meet a war effort. Accordingly, it seems to us that the maintenance 
of the Central American plantations as a stockpile m the ground is 
imperative. The Central American plantations have the added fea- 
ture that they continue to produce year after year, whereas a ware- 
house stock once used is gone. 

Abaca production in the Philippines, our principal source of sup- 
ply, is currently about two-thirds of prewar. Because of changes in 
the nature of the Philippine abaca-growing industry and a serious 
infestation of mosaic disease, the future production of the Philippines 
is uncertain, which will complicate the problem of rotation of fiber. 

The world supply of sisalana is fairly easy. This country is in a 
much better position today, with respect to this fiber, than prewar 
because of additional plantings of the fiber in this hemisphere as a 
result of World War II. We are not aware of any circumstances 
which would substantially affect this situation. Henequen fiber is in 
ample supply. 
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INDUSTRIAL CAPACITY FOR ROPE MANUFACTURE 


Based on World War II experience we know the industry has suf- 
ficient capacity to manufacture the rope, baler twine, binder twine, 
and other cordage products needed for a war effort. However, the 
total United States market for its products is barely sufficient to 
justify the maintenance of the excess capacity re quired for a defense 
effort. For example, the normal peacetime rope market in this coun- 
try is about 100 million pounds of rope annually, but during World 
War II the United States requirements for rope exceeded 300 million 
pounds annually. The United States industry has, at the present time, 

capacity to meet these requirements provided labor and fiber is made 
available. 

In addition to capacity in terms of building and machinery, this 
industry has the problem of maintaining a trained labor force to meet 
war emergencies. The manufactures on whose behalf this statement 
is made employ approximately 4,000 people. In time of war the in- 
dustry has difficulty in obtaining suitable workers in competition with 
other industries. To meet this problem the industry must be main- 
tained in a position to carry as large a staff as possible in time of 
peace, which can only be accomplished by the offer of security and 
regular employment. 

Imports of rope have not yet reached the proportions of imports 
of other products, such as baler twine, binder twine and wrapping 
twine. However, as world conditions return more nearly to norma! 
we can expect increasing offs shore competition 1 in rope. 

Imports of baler twine are increasing by leaps and bounds, especially 
since the removal of the duty on this product. The duty on baler 
twine was removed in 1951. Naturally, this action did not increase 
the world supply of fiber or finished product but does have the effect of 
jeopardizing capacity in this country and the ability of the industry 
to rotate perishable stockpile fibers. 

While the binder twine consumption in this country has greatly 
diminished over the years, the remaining United States market is very 
important to the industry in the maintenance of capacity needed for 
the war effort. However, imports of the products have continued to 
increase and they are now larger than sales by the domestic producers. 
Binder twine is also entered free of duty. 

Wrapping twine is also important to the maintenance of capacity 
and the rotation of the stockpile. Imports of this product have in- 
creased year after year since the execution of the Netherlands Trade 
Agreement in 1936, which reduced the duty from 40 to 20 percent ad 

valorem. There has been a further reduction of that duty under the 
Geneva Agreement to 15 percent ad valorem. Imports of this product 
are now greater than the sales of the domestic producers. 

There is attached a table showing sales and imports (in millions of 
pounds) of various products by the United States private industry and 
prisons and the imports of these same products for the years 1935, 
1951, 1952, and the first 6 months of 1953, As will be seen, the percent 
of total imports to sales of total products by combined United States 
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producers increased from 19.4 percent in 1935 to 35.7 percent in 1952 
and 52.8 percent in the first 6 months of 1953. 
(The table referred to is as follows :) 


Sales and imports 


{Millions of pounds] 


ar 
| 





Sales 
cl ee Be Ss | Imports 
Products United | | Total | Imports to United 
States | . | United States 
| private | Prisons ? | States | | producers 
industry || producers 
1935 | | Percent 
Wrapping twine 42.3 | 1.6 | 43.9 | 0.4 | 
Binder twine_- é 158.7 | 57.4 | 216. 1 | 56.3 |--.- 
Baler twine ‘ mn 
Rope bas 92.3 | 3.4 95.7 | Oh... 2 
eenae seis ian netics 
Total, all products 7 293.3 62.4 | 355. 7 69.0 19.4 
1951 Cet y aN ee 
Wrapping twine : 21.7 | .6 | 22.3) 435.1 
Binder twine : 5 62.1 | 15. 2 | 77.3 33.3 
Baler twine. - - 130.9 8.8 139.7 | 25. 6 
Rope 125.7 | 7| 126.4 12.7 
Total, all products - -- $ 340. 4 | 25.3 365. 7 106.7 | 29. 2 
1952 bi 
Wrapping twine se, “* -_ 18. 1 4 18. 5 | 17.6 
Binder twine ae ” 36. 6 | 10.1 | 46.7 30.8 
DUNE NWUEB. 5. 5 wnncice cbyecseve—s } 108.0 | 7.9) 115.9] 46. 
Rope... : : aden | 108. 4 | 6 | 109. 0 8.2 
= sipped: <i ieiaia ditdialiatapaptits 
Total, all products. - -__.- ‘ | 271.1 19.0 290. 1 103. 5 | 35.7 
1953 (first 6 months): | | Bio] | 
Wrapping twine ‘ . as i 11.4 | Pe 11.6 13.0 | 
Binder twine ‘ ns 15.9 | 4.3 | 20. 2 | 30. 1 | 
Baler twine. -- ‘ 46.7 | 5.8 | 52.5 26.6 
Rope : a uhbed 55. 4 | 4 | 55.8 | 4.3 | 
leu ws aeihdtteinsiedisdl Raisditcned-pagehtcaditiert 
UE, SIF IO GIEN, ir ka oo cadipiccese siete 129. 4 10.7 | 140.1 | 74.0 52.8 
| 


| Cordage Institute, Reports of sales by United States private industry. 

21935, Wardens Biennial Reports. 1951-53, Cordage Institute, Reports of sales by prisons. 

3 Division of Customs Statistics, U. 8. Department of Commerce. 

‘Imports, wrapping twine, year 1951, estimated baler twine deducted, based on consular reports. 
§ Estimated. 


Mr. Scuieck. As will be seen from the foregoing, the United States 
hard-fiber cordage and twine industry is an essential industry. It is 
expected to maintain a capacity for the manufacture of rope in time 
of war in excess of three times the requirements of the normal mar- 
ket; to maintain sufficient capacity to manufacture essential harvest 
twines; and to cooperate with the Government in the rotation of the 
national fiber siclintia: In order to accomplish this the domestic 
industry must be maintained in a healthy condition, which can only 
be done through the assurance of a maximum normal business the 
United States market can afford. This will require the application of 
reasonable tariffs or quotas on imported cordage and twine products. 

Any circumstance tending to decrease the productive facilities of 
cordage and twine in the United States would be a serious blow to 
our national peacetime economy and a deadly blow to our national 
defense. One has only to reflect on the activities of our Army, Navy, 
of shipping, of marine, of war-supporting industry, and of farming, 
to understand the positien in which the United States would have 
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found itself going into World War II had there not existed a re- 
sourceful and *healthy cordage and twine industry. 

I would like to submit this list of manufacturers on whose behalf 
I present this statement. 

(The information is as follows :) 

On behalf of United States private hard-fiber cordage and twine manufac- 
turers— 

American Manufacturing Co., Brooklyn, N. Y. 

St. Louis Cordage Mills, St. Louis, Mo. 

Badger Cordage Mills, Inc., Milwaukee, Wis. 

Cating Rope Works, Inc., Maspeth, N. Y. 

Columbian Rope Co., Auburn, N. Y. 

Edwin H. Fitler Co., Philadelphia, Pa., and New Orleans, La. 
Cupples Co. Manufacturers, Inc., Brooklyn, N. Y. 

Hooven & Allison Co., Xenia, Ohio 

Thomas Jackson & Son Co., Reading Pa. 

New Bedford Cordage Co., New Bedford, Muss. 

Peoria Cordage Co., Peoria, Ill. 

Plymouth Cordage Co., North Plymouth, Mass., and New Orleans, La. 
Rinek Cordage Co., Easton, Pa. 

BK. T. Rugg Co., Newark, Ohio 

Tubbs Cordage Co., San Francisco, Calif., and Seattle, Wash. 
Great Western say sco Co., Orange, Calif. 

Wall Rope Works, Inc., New York, N. Y., and Beverly, N. J. 
Whitlock Cordage Co., New York, N. Y., and Jersey this, N. J. 

Mr. Scurecx. That concludes my statement, Mr. Chairman. 

Senator Martone. Would you give us a little more information on 
the background and the establishment of the Central American plan- 
tation that you mentioned ? 

Mr. Scutieck. Mr. Chairman, Mr. Cheney of the Plymouth Cord- 
age Co. is here with me, and he has a memorandum which he can 
either read into the record, or give you for the record which will sup- 
ply you with that information. 

Mr. Cuenry. Would you like to have it read? 

Senator Martone. Identify yourself for the record. 


STATEMENT OF STANLEY CHENEY, VICE PRESIDENT, PLYMOUTH 
CORDAGE CO., CHAIRMAN, CORDAGE INSTITUTE FIBER COM- 
MITTEE 


Mr. Cuenry. My name is Stanley Cheney. I am vice president 
of the Plymouth Cordage Co., and chairman of the Cordage Institute 
fiber committee. 

The memorandum is short, and describes the status of the Central 
American abaca program as it now stands. Would you care if I read 
it or submit it for the record ? 

Senator Matonr. You may read it. 

Mr. Cueney. The 81st Congress in 1950 passed the Abaca Produc- 
tion Act of 1950 (S. 3520; H. R. 83 351) which provided for an in- 
crease in the production of abaca in the Western Hemisphere from 
the existing 25,000 acres to a maximum of 50,000 acres, at the direc- 
tion of the President. The RFC, operating the 25,000 acres, was 
given the responsibility of seeing to the expansion. 
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CENTRAL AMERICAN PLANTATION PROGRAM 
« 


The impelling reason for continuation and increase of the West- 
ern Hemisphere production of abaca was that of national security and 
defense, abaca being a strategic and critical material; it was, and is, 
being stockpiled. The 25,000 acres had been developed by the RFC 
in World War II and the fiber there produced ead not have been 
obtained otherwise. 

The Munitions Board was the principal sponsor of the bill for ex- 
pansion. They testified to its need. Congress passed the bill. 

Apparently an examination of the proposed expansion had been 
made and presumably with the laudable objective of cutting out any- 
thing that can possibly be cut out, no expansion was undertaken im 
fiscal 1954. 

The Munitions Board felt that 40,000 acres was necessary to pro- 
vide needed supplies in case of trouble; they did not agree that the 
maintenance of the present 23,000 acres was enough. They have cal- 
culated on the increased supply from this hemisphere, and if it is not 
forthcoming, rope that should be made of manila will have to be made 
of sisal—an inferior fiber producing an inferior rope. It is not pos- 
sible to stockpile enough more abaca in bales to replace that increased 
Central American production to be expected from the above expansion, 
because we understand that all the abaca that can be rotated and kept 
fresh is now in the stockpile. 


PRODUCTION COSTS 


It is true that the production of abaca in Central America has been 
expensive. However, costs have been coming down. Sales of Central 
American abaca by the RFC to the stockpile at market prices in fiscal 
1952 were 30 million pounds—the loss, according to the RFC report, 
was $493,000, and this includes a fire loss of $420,000, and is after al- 
lowing $152,000 for interest on Government funds invested in the 
project. It is believed costs will be lower in the future. Some of the 
present plantations put in under stress of war, could not be economi- 
cally located. 

A production in this hemisphere is a stockpile in the ground; it does 
not have to be rotated; it continues to supply fiber—unlike a ware- 
housed stock, which once used, is gone; the production can be ex- 
panded if need arises. Further, if the abaca expected from Central 
American expansion is not forthcoming, and to replace fiber is to be 
added to the stockpile (and it must be sisal), there will be a substantial 
cost in purchasing that sisal, not much different in amount, I believe, 
than the cost of the proposed expansion. The result will be far less 
effective. 

Given the same defense requirements as led to the recommendation 
for the above increased acreage, the question is as to whether it is true 
economy not to proceed as planned. Given a determination that a 
supply of critical and strategic materials must be insured, is it not pos- 
sible that a praiseworthy desire for economy is outweighing proper 
consideration for national security ? 

Senator Martone. Mr. Cheney, is abaca a substitute for hemp? 

Mr. Cuenry. No. Abaca many years ago when it was first dis- 
covered and produced, away back in the 1800’s, was brought out as a 
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substitute for then the only fiber used in rope, which was hemp. Since 
that time the virtues of abaca have relegated a to the background, 
and hemp is considered a very poor substitute for abaca. 

Senator Matone. I had in mind particularly the fact that hemp is 
available from several countries, and we always did import quite a 
lot of it. Do we import much hemp now ¢ 

Mr. Cuenry. To my knowledge comparatively little. 

Senator Martone. Where do we import the abaca from? 

Mr. Cueney. Philippine Islands primarily, some from Borneo, a 
little from Indonesia and a fair amount from Central America. 

Senator Mavone. Is this a good quality that we get from Central 
America, what we get of it ? 

Mr. Cuenry. To answer that question properly, let me point out 
that in the manufacture of rope you do not use one particular grade 
of a fiber. If we were to make a rope of one grade of Philippine 
abaca and Central American abaca, they would be in my opinion ex- 
actly the same. But as you know when you sell a product commer- 
cially—we are not talking just necessarily defense—you make it at- 
tractive to the customer. The Philippine fiber has a gloss, a sheen, 
and a luster which the Central American does not have. Servicewise 
they are equivalent. Saleswise it is not. 

Senator Martone. Do you mix other fibers with the abaca or inferior 
grades of abaca in some of the rope that is sold for certain purposes ? 

Mr. Cuenry. We have a first grade, a second grade and a third 
grade rope and we do make mixtures, yes, sir. 

Senator Matonr. It isa good deal like making a cigarette ? 

Mr. Cueney. Yes, that is right. You tailor it to the individual 
taste of the customer. 

Senator Matonr. In your opinion is it possible and feasible to make 
the Western Hemisphere self sufficient in the production of abaca at 
any reasonable outlay ? 

Mr. Cueney. It is possible to make the Western Hemisphere self 
sufficient with respect to abaca supply. At a reasonable outlay, that 
I cannot tell you. You have asked self-sufficient with respect to abaca, 
and I assume you mean for absolute requirements, not for sales. 

Senator Matone. In time of war. 

Mr. Cuenery. In time of war the Western Hemisphere could be 
made self sufficient. 

Senator Matonr. How long would that take? 

Mr. Cuenry. About 5 years, would itnot? Threeto5 years. 


CULTIVATION OF ABACA-—CENTRAL AMERICA 


Mr. Scuteck. Over the past 2 or 3 years under the Abaca Expan- 
sion Act of 1950, RFC has conducted surveys through Central Amer- 
ica and the northern part of South America to locate suitable lands 
for the planting of abaca. I think they have found sufficient land 
down there to increase the present acreage to about 40 or 45 thousand 
acres of good land, not second grade, but pretty good land. It takes, 
however, about 3 years to bring abaca plantation into maturity. You 
can start harvesting after about 24 months, but you do not begin to 
get your maximum return until about 3 or 4 years after the planting. 

Senator Maton. Is it a perennial plant? 
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Mr. Scureck. Yes, sir. 

Senator Matone. What isthe length of life of one pontine ? 

Mr. Scuieck. The one planting which consists of planting a bit or 
root will at the end of 3 or 4 years have produced followers, maybe 10 
or 12 followers, in varying degrees of growth. An abaca plant will 
continue to reproduce in this way indefinitely. A plantation may 
last 15 or 20 years, depending on the care. There have been examples 
in the Philippines of plantations being worked 30 and 35 years after 
ae but we rather feel you reach the limit of efficiency after per- 
1aps 15 or 18 years. 

Senator Matone. Then is it necessary to break up that field and 
replant it? 

Mr. Scureck. Yes, sir. 

Senator Matone. The soil does not deteriorate on the plant? 

Mr. Scurecx. The soil may deteriorate. The abaca takes a great 
deal out of the soil, because you remove the tree trunk, and that carries 
a great deal of potash and other fertilizers out of the ground. You 
have to keep replacing it. 

Senator Maronr. I am asking this principally for the record. Is it 
a plant that can be used for fertilizer 2 leaving it on the ground or 
ploughed under or in some way utilize that plant like you do alfalfa? 

Mr. Scuteck. Yes, sir; it is possible. 

Senator Martone. In other words, anything that is green when 
plowed under enriches ? 

Mr. Scureck. You would not plow this under. But it would be 
possible to maintain a plantation without harvesting and without too 
much cost for fertilization by merely going through the plantation 
periodically and knocking down the older stalks. They would fall 
on the ground and would rot and refertilize the ground. That is the 
process used in the growing of bananas. There they leave the whole 
stalk on the ground and take the bananas off. 

Senator Ma:one. If you do not knock this stalk down it keeps 
growing ? 

Mr. Scureck. The followers come along and form new trunks all 
the time. The older ones when they reach maturity rot and fall of 
their own accord. 

Senator Maton. What is the unit production of this plant ? 

Mr. Scureckx. The Central American operation produces around 
1,500 pounds to the acre per year. 

Senator Matone. Could there be a market developed in this coun- 
try—you are in the business—so that it would be a paying crop there 
finally and support itself, or would the competition from the Philip- 
pines sort of displace it in peacetime ? 

Mr. Scurecx. Up until this year they have had no difficulty in dis- 
posing of their production which has been running around 30 million 
pounds annually. 

Senator Martone. That is Central America? 

Mr. Scureck. Yes, sir. They do have a market in this country for 
a considerable part of their production, assuming a production of 
25 to 30 million pounds. 

Senator Matonr. What do they get a pound for the raw material ? 

Mr. Scurecx. The Central American abaca is compared to certain 
grades of Philippine abaca. For instance, a grade they have been 
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making up until recently called “Streaky” would be compared to the 
Philippine grade S-3. There are about 18 grades of Philippine 
abaca, 

Senator Manone. I am trying to get this for the record. 

Mr. Scuteck. I understand. So that streaky grade would be com- 
pared to the Philippine grade of S-3 and would be estimated to bri ing 
a price substantially equi al to Philippine S—3 on the market. 

Senator Matone. There is not enough Philippine abaca to drive 
this Central Ameri¢ ican product out of the market because the Phuilip- 
pine product is a little more attractive to the customer? 

Mr. Scureck. The Philippine production today is about two thirds 
of what it was prewar. There are factors in the demand situation 
which are not presently being felt as they were prewar. For instance, 
Japan used to use great quantities of this material. They have not yet 
begun to achieve their prewar consumption. Europe used to take a 
greater quantity than they do now. Perhaps with the easing of the 
currency restrictions and so forth, their consumption might increase. 

Senator Maronr. You mean the m: inipulation of the currency has 
affected the movement of this product? 

Mr. Scuteck. I would say it is the currency control, the restriction 
on the use of dollars more than anything else. 

Senator Martone. It amounts to about the same thing. In other 
words, do you find in a good many of these countries anywhe re from 
2 to 8 or 10 prices for the currene y, owing to what it is going to be 
used for, and it is that manipulation that you think ret tards the 
movement of goods? 

Mr. Scuteck. It could conceivable have that effect. 

Senator Martone. Being a national defense product and a Western 
Hemisphere product, it seems a very important thing that the market 
be established for it. Apparently, from what you say, up to a certain 
point it is established. You said you need 300 million pounds in war- 
time, and about 100 million pounds of rope material in peacetime. 
That would not all necessarily be abaca, I suppose. 

Mr. Scuteck. No, sir. 

Senator Matonr. We have plenty of rope materials for ordinary 
purposes, of course; that is, synthetic materials and cotton and other 
materials. How much for wartime use would be necessarily abaca 
or hemp or something better than cotton? 

Mr. Scutecx. Mr. Chairman, that is a matter of calculation which 
has been made by the Munitions Board to establish the size of the 
stockpile. Whether the stockpile is on the basis of a 3-year war at the 
rate of 300 million pound a year, I am unable to say. All we know is 
that after calculating the size of the stockpile needed for defense, and 
then they looked at the normal consumption of the industry and found 
that it was insufficient to rotate a stockpile of the size needed. Because 
of this the continuance and expansion of Central America abaca 
plantations was recommended. 

Senator Martone. To 40,000 acres instead of 23,000 acres? 

Mr. Scuteck. Yes, sir; 40 instead of 25. 

Senator Matong. And then 1,500 pounds to the acre? 

Mr. Scuteck. Yes, and that would give you about 60 million pounds 
a year. 
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Senator Matone. That would presumably be enough along with the 
stockpile to take you through any reasonable emergency per od. 

Mr. Scuteck. Yes, sir. 

Senator Matonr. You know more about this cordage business than 
Ido. All 1 know about it is just using rope. We do have products now 
like nylon and other products which are mixed with cotton that is a 
very usable rope for any ordinary purposes; do we not ? 

Mr. Scureck. No, sir. Nylon and these other synthetics are very 
good under certain specialized applications. 

Senator MaLone. Ves. 


SPECIAL USES FOR ABACA 


Mr. Scuieck. But for general purposes, I don’t know that they have 
arrived at a point yet where they would be suitable. It might be a 
matter of price, it may be a matter of certain inherent characteristics 
in the fiber that would control. 

Senator Mavone. I notice even some of the boys use nylon rope to 
rope the calves. 

Mr. Scuteck. It is a good lariat. But you could not use it for 
snubbing down in New York Harbor, nor for tying a ship alongside, 
because of its quality of elasticity. 

Senator Martone. You do believe that if proper attention was paid 
to it, that within a reasonable time you could become self-sufficient 
for the amount of abaca that you would need for purposes that sub- 
stitutes do not suffice? 

Mr. Scuieck. In conjunction with the existing warehouse stockpile. 

Senator Matone. And you believe that there would be a market in 
this country for approximately that amount of abaca ? 

Mr. Scuieck. No, sir; I donot think I can say exactly that. I would 
say that there would be a world market. I am talking about a peace- 
time market. 

Senator Martone. In competition. 

Mr. Scureck.’I would say that there would be a market or a market 
could be developed here and abroad under proper merchandising 
methods. 

GRADES AND PRICES 


Senator Martone. It might not bring quite as much on the market 
as certain grades of Philippine : abaca, but it would be just as service- 
able if they could produce it for the price you could afford to pay? 

Mr. Scureck. It would substantially carry itself, I really believe ; 
yes, sir. 

Senator Martone. What did you say they sold it for here in this 
country ordinarily? The grade that they ‘an raise ? 

Mr. Scuieckx. They have been going through a change in grading 
there, but the old grades that they “have been making, w hich consist of 
the two, the one called streaky would be like Philippine 5-3 and 
might be worth 16 cents a pound on this market. 

Senator Marone. It is approximately in that area? 

Mr. Scuteck. Yes, sir. The clear fiber might be about 23 cents or 
related to Philippine J—1 

Senator Matonr. Can they make a profit at that price down there 
and keep in business? 
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Mr. Scureck. For the last several years they have not lost any 
money. There has not been an out-of-pocket loss. Their annual re- 
ports do show a book loss. 

Senator Martone. This is a Government outfit that is doing it? 

Mr. Scureck. Yes; the RFC. 

Senator Maxone. If there was a profit in it, it could be taken over 
by regular private producers and probably would be. 

Mr. Scuirck. There would be some chance of that if new planta- 
tions were established. You have to bear in mind, Mr. Chairman, 
that these plantations that are now in existence were put in in an 
awfully big hurry in 1942, when we had no fiber at all. They were 
put on old banana lands for which really accurate surveys had not 
been made as to the condition of the soil and drainage and so forth. 
So it has been found in later years that some of those plantations are 
not located in the most ideal locations. I want to emphasize that for 
the last 2 or 3 years they have not lost any money out of pocket. 
They have just not recovered all of the depreciation. 

Senator Martone. What is the annual expenditure to keep this proj- 
ect going? Do you happen to know? 

Mr. Scureck. I do not know offhand, sir. If they are operating 
without an out-of-pocket loss, it apparently is not costing anything. 

Senator Matong. That is true. Your opinion is that if proper 
attention is paid to it with very little or no loss we can be prepared ? 

Mr. Scuiecs. Yes, that is right, and compared to the cost of main- 
taining material in the stockpile, it might even show a benefit. 

Senator Matone. Again reverting to your cordage manufacture, 
naturally from what I understand from your statement—the comimit- 
tee is of course interested in the availability of raw material in time 
of war, and in peacetime there is not supposed to be any difficulty 
about it. 

Mr. Scnteck. We have had no supply difficulty this year, but right 
after Korea we ran into some serious shortages. 

Senator Mavonr. Unless there should be a situation like has hap- 
pened in some foreign countries where they voluntarily cut off the 
supply by refusing to export. 

Mr. Scuieck. We have had that happen, too. 

Senator Martone. It can happen. 

Mr. Scureck. Yes, sir. 

Senator Matone. There is a danger like in rubber. We used to be 
entirely dependent upon the Far East for rubber. 

Mr. Scuieck. Yes, sir. 

Senator Martone. And it reached a dollar a pound. When we got 
into the synthetic-rubber business, and it developed so satisfactorily, 
it is about 25 cents a pound or less, where probably it should be. 

Mr. Scureck. Yes, sir. 

Senator Martone. So we find that some foreign countries do take 
what the traffic may bear, and you are subject to a mild form of black- 
mail if there is no other sources. 

Mr. Scurecx. We have had that experience. 

Senator Matonr. I think that is very interesting. Naturally you 
are in this country, and you pay American wages and all, and you 
think for the cordage business to be a he ealthy, going concern business, 





362 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


there is some protection of the workingmen and investors in that 
business ¢ 

Mr. Scuteck. It is very much needed. 

Senator Matone. You are familiar with the constitutional respon- 
sibility of the legislative branch to do this. You are also familiar 
with the act of Congress that transferred it to the executive. You 
are familiar with the question that will be on the Senate floor next 
year, and the House, too, of course, as to whether to continue the 
existing arrangement or to let it revert to the Tariff Commission, an 
agent of Congress. What do you think should be done? 


RECOMMENDATIONS FOR ASSISTANCE TO THE CORDAGE INDUSTRY 


Mr. Scureck. I believe, sir, that the Congress should take back 
its responsibility, and exercise that responsibility for these matters. 
I do not see anything particularly wrong with the Congress using 
some instrument, such as the Tariff Commission perhaps to advise it 
on the facts, but I think the Congress itself should be the one that 
would make the determination as to what should be done. 

Senator Matonn. Of course, the Congress, according to the Consti- 
tution, can always take back its authority and any agency that it 
sets up—I introduced a bill one time that would reorganize it and 
call it a Foreign Trade Authority—if such a bill were passed, it does 
not matter what you call it, it is a matter of the principle being 
established. 

Mr. Scureck. Yes, sir. 

Senator Martone. And the principle established under the bill I 
introduced would have been fair and reasonable competition, mean- 
ing practically what section 336 of the Tariff Act says, that purely 
on an economic basis of the difference in the cost of a product pro- 
duced here and a like product produced by the chief competitive 
country would be the criterion. It would be on the general principle 
of the difference in the wage standard of living abroad, and other 
factors that we might call fair and reasonable competition. Do you 
believe in that principle? 

Mr. Scureck. Yes, sir, 

Senator Matonr. And you believe that the Congress should exer- 
cise it? 

Mr. Scureck. Yes, sir. 

Senator Matonp. If I understood your testimony, you believe that 
the existence of the cordage industry here, which as you testify is a 
national defense industry in time of war, the life of that industry 
depends on some principle that will protect the workingmen and 
the investors in that business. 

Mr. Scureck. Very definitely. 

Senator Martone. There is a good deal of talk, you know, about a 
high tariff or low tariff, or call it a duty or anything else, but no one 
that I know wants a tariff that cuts out all imports. That is about 
what you have said. It is to establish fair and reasonable competi- 
tion, and imports come in then when there is a place for them. It 
does not prevent imports at all. 

Do you have any further statement? 

Mr. Scureck. No; I believe not, sir. I think that concludes my 
statement. 








ee eee 


oe 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 363 


Senator Matone. Then we are very glad to have you here, Mr. 
Schieck. If you have any further information you would like to file 
with the committee as a part of your testimony, send it to the chairman. 

Mr. Scuiecx, Thank you very much, sir. I certainly appreciate 
the opportunity of coming here and telling you our problems. 

Senator Martone. Mr. Tyrone Gillespie, ‘of Dow Chemical Co. Ido 
not believe I have met any of the officials of your company, but I am 
familiar with some of their work. For instance, in World War II, 
one of the greatest magnesium plants in the world was established in 
Henderson, Nev., using Hoover Dam. It was an emergency thing, 
and did really manufacture a tremendous amount of magnesium, the 
raw material being secured in central Nevada. I understand you are 
in the magnesium business and have been since before World War II. 

Everyone I know considers you a very fine, efficient company. We 
are interested in having you here today. You know the objectives of 
the committee. The Senate of the United States has charged this 
committee with determining the availability of critical m: aterials in 
wartime. Most everything of a chemical nature becomes a critical 
material in war, and also companies that are able to manufacture 
chemical products are also able to manufacture special products, gen- 
erally speaking. 

So some of us have long believed that the greatest protection in war- 
time is the assurance of the availability of critical materials and going- 
concern industries. No one has had to worry much about your com- 
pany being a going-concern industry. So we are interested in having 
you here, and ‘learning what you have to say about this. 

Will you proceed, ‘please? If you have a written statement, you 
may read it, or you may make any oral comments you care to. 


STATEMENT OF TYRONE GILLESPIE, DOW CHEMICAL CO., 
MIDLAND, MICH. 


Mr. Grutespre. Thank you very much, Mr. Chairman. I appreciate 
your fine statement, and the confidence you place in our company. 

Iam Tyrone Gillespie, and I am attorney for the Dow Chemical Co. 
in Midland, Mich. 

I might say that the late Will Rogers made the statement that 
everybody talks about the weather, but nobody does anything about it. 
Unfortunately the reverse is not alw ays true. Our Dr. Lloyd, who 
is chief economist for the company, was caught in a violent storm 
yesterday which invaded Detroit, and as a consequence is not present 
to testify. So I beg the indulgence of the committee, and ask leave 
to file later the statements which Dr. Lloyd would have made here 
today. 


STATEMENT OF DOW CHEMICAL CO. 


This statement, I am certain the committee will find to be helpful 
and informative, on this vital question which you have with great 
foresight concerned crear 

Senator Martone. We appreciate your presence, and will you convey 
our regrets to the good doctor, and when his brief comes in at his 
earliest convenience, we will make it a part of his testimony. 

Mr. Gutespre. Thank you, sir. 
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In contemplating the problem which you have set forth in your 
telegram to us, it appears to me that the committee wishes to determine 
the answers to three vital questions. 


TOPICS INVOLVED 


The first is how important is the chemical industry to defense. 
The second is what effect will tariff abolition have on the chemical 
industry. Third, what steps should be taken by the Congress to insure 
the chemical needs of the United States in time of war. 


GROWTH OF THE DOMESTIC CHEMICAL INDUSTRY 


The chemical industry in America came into its own in the First 
World War. In that war the chemical industry rose from its infancy 
when the great need appeared for home-produced chemicals. We had 
until then depended largely upon production from abroad, importing 
into this country from Germany aad England primarily. 

With the advent of that war Germany became our enemy. England 
used most of her production herself when she became hard pressed, 
and the U-boats inflicted their toll on the balance. 

In World War II the situation was different. We had a strong, 
effective chemical industry which played a vital part in the winning 
of the war. Chemicals along with minerals, foods, fabrics, and many 
of our other natural resources, must in the minds of everyone be 
classed as essential. 


STRATEGIC PRODUCTION 


Our company produces some 800 products which I cannot name 
offhand, but some time ago we did nih a security survey to see what 
of these products were essential to warmaking capability. It was 
found that every chemical which we produced finds an end use in 
something required by the military. 

For instance, no bomber could fly without some of our chemical 
products. Others of our products are used for clothing, the manu- 
facture and maintenance of guns, machinery, dies, paints, medicinals, 
food, and so on. 

The chemical industry is part of the warp and woof of nuclear, 
radiological, electronic, and bacterial warfare. In these times when 
our erstwhile allies are our potential enemies and erstwhile enemies 
are our allies, we must produce and live like our forefathers, self- 
sufficiently with a rifle in hand. So long as we are strong, we can de- 
mand peace. Strength of nations comes from having the tools to win 
and the will to win in war. 

Every industry in this land is essential to our strength. Many 
industries, and the chemical industry in this chemical age is one of 
them, are indispensable. Not only are the chemical products essential, 
but the men too are essential. In our own small company, and I 
use the term “small” in the sense that compared to other mass- 
producing industries the chemical coiapany uses relatively few peo- 
ple, several scores of our people served on vital defense committees 
and policy-making groups on the highest levels in World War IT. 

These products and these men cannot be imported in time of war. 
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I think that our friends from the chemical associations will give you 
facts and figures to prove the indispensible quality of the chemical 
industry. As a matter of fact, when you gentlemen have pored 
through the mass of statistics they will present to you, you will 
probably discover how necessary the aspirin produced by the Dow 
Chemical Co. can become. 


EFFECT OF TARIFF ABOLITION OR REDUCTION ON THE CHEMICAL INDUSTRY 


Now, let us review for a few moments the effect of tariff abolition on 
the chemical industry. Admittedly the industry in America is strong 
today. It pays its workmen at a rate of somewhere in the neighbor- 
hood of $2.50 per hour and produces large quantities of materials. 
However, I think that as of this moment the American chemical market 
can be termed soft. West Germany, on the other hand, is today pro- 
ducing 178 percent of the chemicals she produced in 1939 when she 
began her play for world conquest. 

This West German production has come about in part through our 
efforts in the Marshall plan, ECA, and the European Productivity 
Agency. Germany cannot consume all of this production. Chemistry 
is one of the fields of specialty with the Germans. Her average wage 

rate would not exceed 50 cents per hour. She has new equipment, 
processes, and know-how given her by our Government and our in- 
dustry. Her men are tremendously productive. 

It stands to reason that our mass markets would be most attractive 
to her at this time, particularly sans tariffs, sans antitrust laws, fair- 
trade legislation, and the ethics demanded by law of our industry. 

I am certain American industry and the chemical industry are 
willing to take on the world in production, merchandising, and the 
development of new ideas. The one thing in which it cannot and 
should not have to compete is labor cost. Every boatload of chemicals 
produced with cheap labor and imported to this country is a blow to 
our standard of living, and certainly in view of the soft market I 
have mentioned could well be ruinous to a large segment of the 
industry. 


THE ANSWER TO THE PROBLEM 


The answer is clearly a tariff that will equalize this wage differen- 
tial, or in the alternative a law requiring a proven minimum wage of 
at least a dollar an hour or better as a condition precedent to entry 
of goods on our shores. 

I cannot say that tariff abolition would put us out of business. We 
would find some way to fight it. One way suggested by some, but 
abhorrent to us, is to move to the cheap labor markets and to produce 
for importation into the American market. But we know that there 
must be some other way which does not export the jobs of American 
workmen and remove our indispensable industry to foreign shores 
to be exposed to armies of the enemy which can overrun the plants in 
a matter of hours. 

There are other things which we produce which, for reason of supe- 
rior tools or raw materials, we can always produce. But reduction of 
our overall development and expansion will affect not only our work- 
ers, but the workers who construct for us, the miner who mines the 
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copper we use profusely in tubes and boilers, the machinery worker 
who makes our equipment, and on and on. These men cannot all be 
transplanted and absorbed in other industry. 

Admitting the indispensability of the chemical industry and the 
fact that tariff abolition, though it would not deal a mortal blow to 
the entire chemical industry, it is clear that tariff abolition would 
certainly stagger all of the chemical industry and render some of it 
to the sacrificial altar. 

Now, what is the positive approach? First, I think we must start 
with the hypothesis that the more self- sufficient the free world may 
become, the greater our economic and physical welfare is enhanced. 
This is, of course, the hypothesis of the free trader as well as those of 
us who believe in fair trade. The fairtrader is not an isolationist. 

First, I think we should discourage across-the-board tariff reduction 
at international roundtables, because we have so much less to give in 
such transactions before being hurt, as we are one of the low-tariff 
nations of the world, and may have given too much already. 

Secondly, we should carefully review our tariff structure to elimi- 
nate tariffs on complementary goods and to equalize wage differentials 
on competitive goods. This could mean raising tariffs in some cases 
as well as lowering them in others. The pervading yardstick should 
be the welfare of the American economy. 

We should enter into bilateral trade agreements where the most- 
favored-nation clause is not a factor. We can tailor our agreements to 
fit the realities of life in the contracting countries. I understand 
Switzerland, through this method, has enhanced European trade tre- 
mendously, and to her own benefit. 

Third, as pointed out by Mr. Bernard Baruch, the important catalyst 
to international trade is not abolition of United States tariffs, but 
currency convertibility and transferability. Trade and payments are 
inseparably linked together. When nations cease to set up barriers 
on See and ‘transferability, then trade will flow. 

Mr. Chairman, you have been most patient in listening to my ideas. 
They are not alone my ideas, but those of my company, and T think 
most of the chemical industry. They were developed from hard facts 
and bitter experience in our industry, which is certainly vulnerable to 
foreign importation. 

May I commend you on your foresight in beginning so early to 
review the effects of unrestricted foreign importation on the critical 
and strategic raw materials and the development and processing indus- 
tries so vital to our strength in war 

That concludes my statement, Mr. Chairman. 

Senator Martone. Mr. Gillespie, you have made a very fine state- 
ment, and we are glad to have you here. I think you have covered the 
field thoroughly. I understood you to say that you did not believe in 
roundtable foreign conferences reaching decisions on the lowering of 
duties or tariffs or such adjustments. Why? 

Mr. Gittespre. Because these foreign conferences where they cut 
across the board do not take into account the economic effect on the 

various factors affecting vital industry in the United States. The 
free-trader would say eliminate all tariffs and let the weaker in- 
dustries here go to pot, they will be picked up by stronger industries 
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in another part of. the world, and everything will be fine. That will 
not work in practice. You cannot dislocate people in that way. 

In our opinion, every industry is a vital industry to the United 
States. They all go to make up our standard of living, and there 
should not oe any industry, regardless of its size, put on the sacrificial 
altar of world politics. If we remain strong economically in our 
country, the political aspects will follow along behind, because when 
you are strong internally, you will be a leader, and you can enforce 
policy. If you give away your strength and weaken yourself by allow- 
ing certain segments of your industry to be lost, then you are no longer 
politically strong either. 

So in my mind, we are going at it the wrong way, to hurt ourselves 
economically to become strong politically. I think it works the other 
way around. 

Senator Matone. I think, Mr. Gillespie, you have put your finger 
right on the sore spot in much better language than some of us are 
able to do. 

I think the question on the Senate and House floors in the coming 
session of Congress is going to hinge on just what you have said. 
There has been a school of thought, for the last 20 years, in the State 
Department, and the Government generally, that they are better 
judges of what is good for the Nation economically in making these 
trades. There is no question that they have proceeded to trade a part 
of one industry for some other kind of foreign trade or good will, and 
in other words, have followed the 1934 Trade Agreements Act, which 
they are perfectly entitled to do under the law. 

Mr. Gitiesriz. That is right, they are justified in that. 

Senator Matone. These people believe, and I feel I can say this with 
full conviction, that there are certain developments in this country 
that should not have taken place, that it would be better if certain 
industries were reduced and greater markets established abroad for 
other products. 

There is a question as to whether they are establishing that greater 
market abroad for the other products, but let us assume that they do 
succeed. They believe that is the way it should be. Then they have 
said that they will establish schools or training centers to train men, 
who are thrown out of work here, in other lines of work. 

There is another school of thought that follows somewhat the United 
States development for 175 years. If you could find a place before 
we got this latest idea of putting it in the hands of a Government 
official to judge who should be in business, you would know the law, 
you would know whatever protection there was to the employees and 
the employers in the particular business, and if you could find a place 
where there was no industry at all—and your chemical company has 
found such places—where you could compete with the same industry 
in the United States, paying practically the same wages and taxes, and 
you could sell cheaper and market cheaper, then you could establish 
that industry and did not have to ask anybody. 

There is a growing school of thought that is the proper way to do it. 
But that is the problem, and you have put your finger right on it, as 
to whether or not Congress should reassume its constitutional respon- 
sibility to regulate this foreign trade on an economic basis, either 
through the Tariff Commission or any agent they might set up as now 














368 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


provided in section 336 of the Tariff Act, but ineffective on account 
of the 1934 Trade Agreements Act, and others believe it should be in 
the hands of the Executive to inject this political factor or any factor 
he believes in the long run will benefit the United States through in- 
creasing either friendliness on the part of foreign nations or a sale 
for other goods. 

In other words, he could remake the industrial map of the United 
States, and that is what they have proceeded to do. It is according 
to law passed by Congress. 

So I am going to ask you what you think should be done. The law 
runs out on June 12, 1954, that is, the 1934 Trade Agreements Act 
that was passed for 3 years, and extended for 3 years periodically until 
1951, when it was extended for 2 years, and this year for 1 year. As 
long as it is the law, it remains exactly as it is, and they have full 
authority with the sanction of Congress to do what they are doing. 

Do you think that the law should be extended, or do you think the 
Congress should assume its constitutional responsibility, and do the 
job through its own agent? 

Mr. Gittesrte. I think that is naturally a conclusion to be drawn 
from the position I have taken in my statement here. It is clear in 
my mind that the Congress is the best judge of the economics of the 
American Nation, because they are the men that are representing the 
people, and they know the mind and the problems of their States, 
districts, and what, in these trade agreements, is going to affect the 
individual companies and industries in their districts. In my mind 
it is patently clear that Congress should follow the precepts stated 
at the time of the adoption of the Constitution. 

Senator Manone. In other words, a Senator elected from Kansas, 
who knows Kansas probably better than anyone else, or a Congress- 
man out of his district, and they come here with other representatives 
from all areas, and finally they establish a policy which they are 
entitled to do under the Constitution of the United States. 

That is your peint ; they are the ones that you think ought to do it? 

Mr. Griuespre. Very definitely so. 

Senator Martone. And confine themselves to the economic factor of 
the differential between the wage standard of living between here and 
abroad, and other factors, and not inject the political factor. 

Mr. Gutxespre. I think the economic factor will pull the political 
factor behind it. 

Senator Matonr. Why do you believe that there should be only an 
economic factor involved? Do you give that reason because you think 
that encourages the venture capital to go into a business when in their 
judgment under the existing economic conditions they can make a 
success and they do not need to fear a political factor which would 
change the industrial outlook, and therefore they are in business? 


ATOMIC ENERGY DEVELOPMENT 


Mr. Gutiespre. Very definitely so. I am a bit disturbed, for in- 
stance—this is jumping into another field—but in the field of atomic 
energy we are active in that field, and we see a great possibility for 
great strength for America in the development of commercial atomic 
energy. We wonder whether it is justified for us to invest the huge 
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sums of money that it takes to go into the atomic-energy business in 
the light of the international situation and in the light of the fact 
that we may be forced to give what we develop to a foreign nation. 
It just does not justify our putting our money there. We can use 
it to make chemicals w here the international problem is not so deeply 
involved, and that is where we are going to put our money. 

Consequently, our country is going to lose, if we get too deeply 
into these international commitments, the advantages gained by pri- 
vate industry being in a new, vital, and important program such as 
the atomic-energy program. That, I think, is illustrative of the very 
point you just made. 

Senator Matonr. You say there is nothing to keep you from mov- 
ing to these cheap-labor areas? You could go to England, South 
Africa, or Scotland, where the labor cost is lower, and produce chemi- 
cals jus 7 as efficiently as you can here. 

Mr. Giuiesrrer. Without any question. With our know-how and 
our capital, we can go abroad and produce chemicals as efficiently 
and for a lesser price abroad than we can here. 

Senator Martone. I notice that is what Ford has said, that he can 
produce a Ford cheaper than any car on earth in his English factory 
and ship it back here. I do not believe anyone can blame him for 
what he is doing. It is only the conditions that we have established. 
If we do establish those conditions, then do you believe that it means 
the movement of capital to those areas? 

Mr. Giiespre. If we go into the free-trade program and abolish 
tariffs, that is the defense that many American industries will take. 
The alternative is to encourage capital to go abroad if it likes, pro- 
vided there are equalizing tariffs here, so that there will be no in- 
centive for capital to hire foreign workers to replace American 
workers, and there is no incentive for capital to go abroad just to 
invade the American market. That is the thing that is wrong with 
the importation of industry abroad, plus, of course, the very impor- 
tant point that we are losing a vital defense industry every time an 
industry moves abroad. 

I do not know what good the General Motors plant or the Ford 
plant in Europe were to us in the last war. 1 question whether they 
were any good to us at all. To enlarge that program of moving 
abroad would cert: ainly not be in the best interests of our defense, as 
I see it. 

Senator Martone. You think they should be encouraged to move 
abroad to furnish that market or anything they would like to do, but 
in order to maintain your employment here there should be that dif- 
ferential factor that makes up roughly that wage standard of living 
difference. 

Mr. Giiuespre. I certainly do. 

Senator Matone. You have put your finger right on the whole 
question. 

I am interested in your ideas because you seem to have thought 
them out in yourself. 

There are people, and probably a goodly number, that believe if you 
divide the markets of the United States so that they are available to 
all the nations, regardless of the wage scale, that we would have to 
meet it or change our business to conform to it, that would promote 
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peace in the world; that after we are all divided up and presumably 
living a good deal alike, there would be no reason to go to war. | 

I have not heard anyone say it just that way, but it is promotion of 
world peace by dividing the markets here with England. We have 
rebuilt their industry now. A lot of our people are going in there with 
their money on an independent basis. They have acquired a vested 
interest in this low-cost labor. In other words, if they could not make 
a profit on the low-cost labor by sending the material back here that 
could compete with our material, then they could not make a profit 
on it. Our empire-minded nations are importing here everything they 
can, and they have the interest in maintaining that low-cost labor. 
10 you think that promotes peace ? 

Mr. Gitiespre. No; I do not. Here is at least one reason why to 
my mind it does not promote peace. I have been to Europe several 
times in the past few years, and I have seen the countries of Europe 
become more solvent and get on their feet and in good shape. But it 
works more like this, that when the country abroad has more dollars 
and gets more money and gets more business, that affluence is not re- 
flected in the standard of living of the individual worker. The only 
way the individual workers are helped is that more of them get jobs. 
Actually the money that goes abroad goes into the pockets of the man- 
agers of the cartels. 

I fail to see where more money in the pockets of European capital- 
ists is going to be much of a bulwark to use against communism. 

Senator Mavonr. Let us put it the other way around. You keep 
putting your finger on a sore spot so directly that I am very much 
interested in your testimony. Many believe that if we want to raise 
the standard of living abroad we are going about it backward. In 
other words, under free trade our own investors go to these low-cost 
labor nations and develop a vested interest in that low-cost labor be- 
cause if the labor is allowed to get more money, there is less profit in 
sending the goods back here. 

On the other hand, many believe that if you had this tariff or duty 
as the Constitution calls it adjusted on the basis of fair and reasonable 
competition, you are taking the profit out of the sweatshop labor. 
Most of the nations certainly our own people would not invest money 
to import the goods and the nations there would pay that duty into 
the United States Treasury, which is money in lieu of taxes that they 
do not pay. It can be used to lower taxes or pay the national debt or 
any other way. That takes the profit out of the sweatshop labor to 
the extent that it is under our own workingmen’s wages and a would 
not pay that very long until they realized it would be better to maybe 
raise the wages in their own country and establish a market there. 

Mr. Gruuespie. I think that is very, very likely to occur. Speaking 
of this subject of taxation, that is interesting, the effect you might run 
into there. Of course, the tariff itself at the present time because of our 
low rates and so many imports coming in here duty free amounts to 
about half a billion a year. It is not a tremendous sum of money. 
However, the thing that worries me is that when you have an industry 
that goes into the doldrums and goes out of business because of the 
foreign importation, and the unfair competition because of the cheap 
foreign labor, what happens to the income tax that those workmen 
pay? What happens to the tax that industry pays? It means that 
unless we cut the expenditures of Government, somebody is going to 
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have to bear it. So it is going to mean heavier taxes to the rest of us. 
Those taxes will make up any difference that we may gain as consum- 
ers, in my opinion. This glass may sell for 15 cents in America, but 
they can produce this glass i in Germany or China or Japan for 10 cents. 
We have saved a nickel on it, but we have put the man that is making 
this glass out of business, and therefore we are going to have to carry 
his load of taxes and pay him unemployment compensation, so that 
will increase our taxes, and it will make up the gain that we have made 
as consumers of 5 cents on the foreign produced one. 

Senator Matone. Mr. Gillespie, | have no more questions to ask you. 
You have thought the thing through. We will be very much interested 
in receiving the brief from Dr. Lloyd. I want to urge you after you 
report to your people, if you have anything further to offer that you 
think would be helpful to the committee, that you send it to us. You 
are one of the best examples of an industry that has grown up, if there 
is such a thing, by your bootstraps. You are making magnesium 
out of seawater. You do the impossible things, that is, they look im- 
possible to start with, and you make money in competition with 
American industry. The only thing that could put you out of busi- 
ness, as you say, is someone doing the same thing with cheaper labor 
and lower taxes or not paying American taxes and in direct competi- 
tion with your product here. Is that what I understood you to say? 

Mr. Giuesrie. That is exactly right, sir. 

Senator Matone. From that standpoint it seems to me that the 
workingmen of America would be very much interested in this prob- 
lem. 

Mr. Gutespie. It would seem so. There is a divergence of view on 
that among the workingmen of America that is interesting, too, and 
I would be happy to discuss those with you at some other appropriate 
time, Senator, but the workingmen of America are certainly going to 
have to become aware of the implic: ation of this problem. 

Senator Matonr. It would seem that the interests of the working- 
men and the investors in a problem of this nature are parallel. 

Mr. Gittespre. Very much so. 

Senator Matone. Then after the industry is he: ilthy, they can argue 
about the wages. 

Mr. Giuiiespre. That is right. 

Senator Martone. But if there is no industry, there are no argu- 
ments. 

Mr. Giixsrir. That is right. 

Senator Matonr. We thank you very much, Mr. Gillespie. 

Mr. Gutesrie. Thank you, Senator. You are most kind. 

Senator Matoner. At this point T would like to place in the record an 
article from the October 1953 edition of the Times Review of Industry 
which covers Britain’s role in the chemical industry. 

(The article is as follows :) 


[From the Times Review of Industry, October 1953] 
THe SIGNIFICANCE OF WILTON 
ITS ROLE IN BRITAIN’S CHEMICAL INDUSTRY 


(From a special correspondent ) 


Since its inauguration in 1949 £27,500,000 out of £45,500,000 sanc- 
tioned has been spent by Imperial Chemical Industries on its Wilton 
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project. Below, after the necessary explanation of the organiza- 
tional structure of ICI, a description is given of the functions, 
processes, and products of the various plants comprised in the works. 


The inauguration of ICI’s Wilton works on Teeside, in 1949, was rightly 
regarded as a milestone in Britain’s industrial development. Not only was Wilton 
the biggest single project in British chemical history, forming with the com- 
panion works at Billingham across the river, one of the greatest concentrations 
of chemical industry in the world, but the whole conception of the works—a 
complex of varied plants—was also a departure from anything hitherto known in 
the United Kingdom. The area which is available for industrial development is 
about 2,000 acres, and complete integration with the ICI factory at Billingham, 
9 miles away, is achieved by “the link’—a track of pipelines joining the 2 
factories and running under the estuary of the Tees through a tunnel about 
one-third of a mile long. 

Of the £45,500,000 so far sanctioned for the works, £27,500,000 has been spent 
on site development and plant erection, a rate of design and construction which, 
considering the difficulties of these postwar years, is not one of which to be 
ashamed, Wilton has grown to a factory with over 2,500 staff and operatives on 
production, and the number is increasing by about 500 each year. These figures 
are small in comparison with the number that will eventually be employed. 

On construction, the force at present engaged totals 2,500. With production 
well established in the earlier plants and a number of large new plants reaching 
their tinal stages of construction, the present appears to be an appropriate time 
for a general survey of the project. 


12 DIVISIONAL BOARDS 


To understand the role played by Wilton in the British chemical industry, it is 
necessary to appreciate the general organizational structure of ICI. The basis 
of this structure is that the company’s manufacturing activities are decentralized 
over 12 separate and distinct fields of chemical manufacture—for example, alkali, 
explosives, dyestuffs—each of which forms a unit known as a division. Respon- 
sibility for production, sales, research and development has been delegated by 
the main board to the divisions, each of which has its own board and chairman 
appointed by the main board. As would be expected, the four original companies 
which formed ICI—Brunner, Mond & Co., the British Dyestuffs Corp., Nobel’s Ex- 
plosives Co. and the United Alkali Co.—can to a considerable extent be identified 
in the alkali, dyestuffs, Nobel,.and general chemicals divisions of to-day. Each 
division is substantially a technical and economic entity, with its own main fac- 
tory and usually a number of subsidiary works. 

The constitution given to Wilton laid down that divisions establishing plants 
on that site would-retain full technical and commercial responsibility for their 
design and operation. From this provision it will be apparent that Wilton is not 
a division. Insofar as it provides the divisions with sites and all the services 
normally supplied centrally in a large factory, it resembles a trading estate, but 
this description does not afford an adequate definition of the role of Wilton, as 
the following notes will show. 

When, during the war, the idea of a new ICI factory was conceived, what was 
primarily in mind was a concentration of the heavy organic chemicals manufac- 
ture which normally falls within the traditional fields of several of the divisions. 
This idea has been somewhat modified to suit circumstances, particularly to 
bring into early profitable use the money spent on initial development. To-day 
six divisions are establishing works at Wilton. 

The benefits obtainable from a large chemical works are at their greatest when 
a family of manufacturing plants which largely supply each other with raw ma- 
terials and intermediates is sited together. Not only are the savings in transport 
substantial, but close association of the different technical and operating staffs 
also ensures that the requirements at each stage are accurately known and 
expeditiously supplied. 


CLOSELY RELATED PLANTS 


The decision to site an oil-cracking and gas-separation plant at Wilton has had 
a strong influence on the general direction of the factory’s development. For a 
number of years ICI used alcohol as the source of ethylene for the manufacture 
of ethylene oxide, ethylene glycol, and polythene. Demand for these products 
was increasing rapidly, and calculations showed that when a certain scale of 
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usage had been established it was much cheaper to make ethylene from oil, as 
had been done in the United States for many years, rather than from alcohol. 
General confirmation of this policy can be seen in the use of ethylene itself, 
first in the United States and now in Britain, as a competitive source of alcohol. 
It should, perhaps, be emphasized that the benefits from this route are only ob- 
tainable when the scale of operations is large. 

It followed naturally from the siting of the cracking plant at Wilton that 
afterwar extensions of manufacturing capacity for polythene, ethylene oxide, 
and glycol should be located in close proximity. The decision to convert the 
propylene fraction of the gases cracked at Wilton into acetone at Billingham 
materially influenced the choice of Wilton as the site for the Perspex plant, 
for one of the main uses of acetone within the company is in the manu- 
facture of methyl methacrylate—the starting material in the Perspex process. 
In turn, this led to the siting at Wilton of modern plants for the manufacture 
of urea formaldehyde and phenol formaldehyde molding powders and of the 
formaldehyde used in their production. 

In the conventional route the ethylene oxide ethylene is treated with chlorine. 
Partly for this reason and partly because chlorine is a chemical required in so 
many organic syntheses, a chlorine plant was also established at Wilton. 

Wilton was again the obvious site for a plant to make the new polyester fiber, 
Terylene, when that fiber should be ready for full-scale commercial production, 
since one of its main raw materials, ethylene glycol, was already available on 
the site, and the other para-xylene, could be obtained from the feedstock of the 
oil cracker. 

These 10 plants, it will be seen, are closely related, and when they are sited 
together, as at Wilton, the benefits already mentioned can be expected to accrue. 
Two further plants at Wilton call for mention; namely, one making the detergent 
Lissapol N, which uses ethylene oxide, and another for a dyestuffs intermediate, 
alpha-naphthylamine, which use byproduct hydrogen from the chlorine plant. 

Oil cracking.—The olefine, or oil-cracking, plant is designed to produce, by the 
pyrolysis of from 50 to 75 million gallons of light distillate oil a year, over 
30,000 tons of ethylene, and a similar amount of propylene. These are: the 
principal products. The oil or feedstock is brought into the Tees in ocean- 
going tankers, and off-loaded at oil wharves at Teesport built by the Tees Con- 
servancy Commission. The pyrolysis is accomplished by vaporizing the oil and 
mixing its hot vapor with steam at a much higher temperature. This method 
of operation permits of unusually high pyrolysis temperatures without risk of 
coke forming in the tubes where the oil is heated. The heat in the products 
from the reaction is utilized as far as is practicable for raising steam in waste- 
heat boilers, and cooling is subsequently carried out by circulating water. A 
small amount of heavy oil formed in the reaction is separated in a fractionator. 

After removing the water condensed from the steam used in the pyrolysis, 
the crude petrol is separated from the pyrolysis gases and the latter are 
fractionated into four different products in a series of stills operating under 
pressure and at low temperature. The petrol fraction is refined to premium 
grade, and pumped 9 miles through the link to the Billingham factory, where 
it is handled along with petrol produced there from creosote by the process 
of hydrogenation. Of the four gaseous products, the lowest boiling is the tail 
gas containing hydrogen and methane. This, too, is pumped to Billingham, 
converted into hydrogen, and used in the hydrogenation reactions. 


PROPYLENE AND ETHYLENE 


The propylene stream may be mentioned next. Of 95 percent purity, it also is 
pumped to Billingham, and is the source of the isopropanol, acetone, and certain 
butanols manufactured there. Lastly, there is the ethylene stream. This 
ethylene is of a high purity, and is used at Wilton, as already mentioned, in the 
manufacture of ethylene oxide and polythene. It is also transported by road in 
liquid state to the Huddersfield works of the dyestuffs division and the alkali 
division’s works at Winnington, Cheshire. 

The ethylene oxide process (to which an ethylene glycol plant is joined) follows 
the well-known chlorhydrin route. In the first step, ethylene and chlorine are 
bubbled through water in a 50-foot tower to produce a 4-percent to 5-percent 
solution of ethylene chlorhydrin which then flows to a saponifier in which it is 
reacted with a hot suspension of lime and water. Ethylene oxide is evolved and 
is purified by distillation. Byproducts of this process are ethylene dichloride and 
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dichlorodiethyl ether. At present, the principal outlets for this ethylene oxide 
are in the glycol plant and in the Lissapol N plant. In the former it is hydrated 
directly at 200° ©. and 20 atmospheres pressure, and the dilute glycol 
solution so produced is concentrated by evaporation and purified by distillation. 
Diglycol and polyglycols are byproducts of the process. Soon the largest outlet 
for this ethylene glycol will be the Terylene plant. 

The plants being established at Wilton having been outlined, something must 
now be said of the principal Wilton products and of the commercial position 
which is being established for them in home and export markets. 

Polythene-—This remarkable plastic material derived from ethylene and 
discovered shortly before the war in ICI research laboratories at Winnington, 
Northwich, is already well known, for its electrical properties, taken in conjunc- 
tion with its mechanical properties, make it unique. Its toughness, flexibility, 
and resistance to chemicals have led to its use in many directions, and demand 
still exceeds supply. In addition to its increasing employment in the electrical 
field, particularly for submarine-cable insulation, mention may be made of pack- 
ing film, pipes for cold-water plumbing, and many decorative goods such as over 
parchment-like finishes for lampshades. 

The Americans got the full benefit of this British invention, and production in 
that country rose fifteenfold between 1946 and 1953. In Britain, though produc- 
tion has expanded some tenfold since the war, it has rarely for long been ahead of 
demand. Before the Wilton plant came into operation the decision had already 
been taken to treble its normal capacity. Moreover, it has been found that the 
ethylene produced at Wilton from oil cracking is of a considerably higher degree 
of purity than that previously produced from alcohol and gives a much greater 
output of polythene than was expected. The designed capacity of the plants 
is thus being greatly exceeded with a consequent saving in future capital 
expenditure. 





POLY MER FOR MAKING FIBER 


Terylene.—Terylene polyester fiber was discovered in the laboratories of the 
Calico Printers’ Association in 1941. The world rights, excluding the United 
States of America, were acquired by ICI, which has carried out all the technical 
and commercial development work in the United Kingdom. Development of the 
chemical plant for the large-scale manufacture of the Terylene polymer, and of 
the machinery for converting the polymer into filament yarn and staple fiber, 
has been a long and costly undertaking, demanding large resources in highly 
skilled technical staff and in experimental equipment. 

As has been stated, the principal raw materials are para-xylene, obtained from 
petroleum, and ethylene glycol, made from ethylene from the cracking plant. 
Subsidiary materials are methanol and nitric acid. These are manufactured at 
the Billingham factory. 

While the Wilton plant is being built, Terylene is being produced on pilot plants 
at Huddersfield and in Lancashire at Hillhouse. The first Wilton plant, which 
has a capacity of 11 million pounds of fiber a year, is expected to be completed 
by the end of 1954. Further plant to raise the output to 22 million pounds a year 
should be installed by the end of 1955. These installations, together with the 
plant for the production of para-xylene, will involve capital expenditure ap- 
proaching £20 million. 

As a result of the research and development work carried out by ICI the repu- 
tation of Terylene is already well established. Like nylon, Terylene is character- 
ized by great strength, but there are considerable differences in the properties 
of the two fibers, and these lead to different fields of application. Terylene shows 
marked possibilities in two directions—first, as a staple fiber with the resistance 
and warmth of wool, but with superior crease retention, crease resistance, and 
wearing properties (an example is men’s socks, which have been on sale for 
some time in limited quantities) ; secondly, as a filament yarn which can be 
woven to produce a fabric with a warm handle, good drape, and silklike qualities. 
It is therefore eminently suitable for apparel of many kinds, such as men’s and 
women’s underclothing. Limited quantities of these garments, made in Terylene, 
are also on sale. Terylene filament has a greater elastic modulus than any 
other fiber, and this is leading to its use for conveyor belts, ropes, sewing thread, 
and so forth. 

Terylene should prove a great asset to all sections of the textile industry of 
the United Kingdom. Backed by the traditional British skill in handling and 
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design, it should, in particular, improve the country’s exports at a time when, 
in the older materials, the pendulum is swinging the other way. 

Perspex and molding powders.—As mentioned earlier, Wilton was chosen for 
the further development of other ICI plastics on an uncongested site. The first 
to be made there was Perspex, in a plant with a productive capacity of several 
thousands tons a year, which begain operating in the autumn of 1949. Wilton 
was an appropriate choice, not only because the raw material, methyl metha- 
ecrylate monomer, is manufactured in the Billingham factory, but also because 
of the historical association, Perspex having been first commercially manufac- 
tured at Billingham shortly before the war. It may be recalled that Perspex was 
used in the war to a large extent, not only in Britain but throughout the world, 
for the transparent surfaces—noses, turret, and cockpit covers—of aircraft. Its 
military uses are small today, and the bulk of the sheet manufactured at Wilton 
is used for civil purposes, roof lighting, and street illumination being good 
examples. 

The older plastics, exemplified by phenol formaldehyde and urea formaldehyde 
molding powders, are made at Wilton in plants of the most modern design, the 
raw materials, phenol and urea, being obtained from the neighboring Billingham 
factory. 

Chlorine—Chlorine is made at Wilton by electrolysis, the plant embracing the 
most recent features of design in this field. Its capacity is 40,000 tons of chlorine 
a year. The raw material—common salt—is pumped in the form of concentrated 
brine from the South Durham saltfields north of the Tees. The process followed 
involves resaturation of the cell liquor, and the plant is accordingly equipped with 
salt evaporators. 

Alpha-naphthylamine, phthalic anhydride, and lissapol N.—The three plants 
for the manufacture of these products are not in line with the general trend 
exhibited in the development of Wilton, but there are valid reasons to account 
for the location of each of them on the site. 

Alpha-naphthylamine is a well-known intermediate for the dyestuffs industry, 
being used in the manufacture of a variety of cotton and wool dyestuffs. In its 
production nitro-naphthalene, from the nitration of hot-pressed naphthalene, is 
reduced catalytically with byproduct hydrogen from the chlorine plant. The 
Wilton plant replaces a smaller plant previously in operation at Blackley, Man- 
chester. It is of up-to-date design in which great attention has been paid to the 
safety aspect. 


PHTHALIC ANHYDRIDE PLANT 


Phthalic anhydride is of major importance to the paint and plastics industries. 
The plant for making it at Wilton will be the largest in the United Kingdom 
and will have an output capacity of 35 million pounds a year. It will employ 
the fluid-bed-catalyst technique and will be fully instrumented. The catalytic 
oxidation section of the plant is being designed and erected by the Kellogg Co., 
of New York, which has wide experience in this field. It is expected that the 
plant, which will come into operation in the first half of 1954, will go far to over- 
come the shortage of phthalic anhydride which has persisted in Britain for the 
past few years. 

Lissapol N is a liquid detergent made by reacting ethylene oxide with alkyl 
phenols drawn from Billingham. It is an excellent all-round detergent and wet- 
ting agent, and has already found application in a wide variety of industries 
and is also a useful domestic detergent. 

Brief reference must now be made to Wilton’s organization and administration. 
Like the divisions, it has a delegate board with its own chairman, but to distin- 
guish it from the manufacturing divisions the board is called a council. The 
keynote of the organization is that Wilton should be run for the divisions by the 
divisions. The membership of the Wilton council is made up of the chairmen of 
the six divisions which are establishing plants or works on the site, together with 
the Wilton general manager, chief engineer, and technical manager, and the chair- 
man of the Nobel division. The council meets monthly and is charged with the 
responsibility of developing Wilton in accordance with the policy of the main 
board. 

The organization through which the council operates embraces engineering, 
services, technical, accounting, personnel, and secretarial departments. The 
function of the engineering department is to advise on the layout and develop- 
ment of the Wilton site; to design and erect all common services plants, such 
as steam and electricity installations; in close cooperatior with the divisions 
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to design and erect the buildings to house their plants; and to organize the 
installation of the divisions’ plants in these buildings. The services department 
is responsible for supplying the divisions’ plants with all their requirements of 
services, such as water, steam, electricity, gas, engineering workshops, transport, 
and common-user stores, and to maintain all roads, railways, and bridges. The 
technical department has the responsibility of ascertaining all the requirements 
of the divisions’ plants at Wilton and insuring that arrangements adequate to 
meet them are made. All capital cost ledgers and costs of products manufac- 
tured at Wilton are compiled and kept by the accounting department, which also 
calculates and pays all wages and looks after pension funds, ete. As it is essen- 
tial that the company’s labor policy should be interpreted uniformly throughout 
the divisions’ plants at Wilton, the personnel department has this as its main duty. 
It recruits all labor and provides canteen and medical services for the whole site 


THE MANAGERS’ COMMITTEE 


In the operation of any factory it is important that the staff and operatives, 
besides identifying themselves with the interests of the plants and sections in 
which they work, should be conscious of being part of the larger unit, and 
should feel a loyalty to it. The fostering of such a loyalty and feeling of respon- 
sibility is particularly important in a factory like Wilton, which has personnel 
drawn from, and primarily responsible to, so many different units of the company. 

The works managers—divisional and Wilton—are the keymen on whom this 
responsibility rests, and the council has formed from them a managers’ committee, 
to which it has delegated the day-to-day running of the operating site as a whole. 
Hach year one of these managers is appointed chairman by the council. 

The powerplant which provides the site with steam and electricity is large 
enough to supply a town of 50,000 inhabitants. One of the advantages of a fac- 
tory of the Wilton type, with a diversity of manufacturing processes, is that it 
affords a better-balanced steam and power load than a factory manufacturing 
enly one type of product. The steam requirements for the site are of a 
magnitude to warrant its production at high pressure, and the generation of 
electricity from it in pass-out turbines before it is used on the manufacturing 
plants. The Wilton boilers were designed and erected by Babcock & Wilcox and 
operate at a pressure of 950 pounds per square inch and at 925° F. Each 
boiler has a capacity of 265,000 pounds an hour and is fired with powdered fuel. 
Steam is used in processes and for the heating of buildings at pressures of 250 
pounds and 20 pounds and there is a small demand from the phthalic anhydride 
and the Terylene plants for steam at 900 pounds. The horsepower steam is led 
down through a primary turbine exhausting at 250 pounds and a secondary tur- 
bine exhausting at 20 pounds, with a total installed capacity of 60,000 kilowatts 
designed and erected by the Metropolitan Vickers Co. 

It is to be noted that Wilton is the first chemical factory to be built in this 
country under instruments of consent from the Ministry of Town and Country 
planning. The control exercised by the Minstry is chiefly in the two directions 
of preventing atmospheric pollution and ensuring that the general appearance of 
the factory does not detract from the amenity of the surrounding country. The 
standard set is high, but it is a practical one, with which the company willingly 
identifies itself. 

In conclusion, it may be said that the ICT project at Wilton constitutes a bold 
bid for an integrated chemical factory on generous lines. The first big step—an 
oil-cracking plant—has led to the production of hydrocarbons from which come 
organic chemicals and thence plastics and fibers. All indications point to a 
period of sustained expansion in the production of these and kindred materials. 
Indeed, the next 10 to 15 years may well see the capital value of the installations 
at Wilton increase to something of the order of £100 million. 


Senator Matonr. We will recess until 2 o’clock, and at that time we 
will hear Mr. Moody, president of the Southern Coal Producers Asso- 
ciation, and Carl Wilken, of the Joint Committee on Defense Produc- 
tion. That is all the witnesses_that are listed for this afternoon at 
this time. 
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(Thereupon at 12:45 p. m., a recess was taken until 2 p. m., the 
same day.) 
AFTERNOON SESSION 


STATEMENT OF CARL WILKEN, ECONOMIC ANALYST, JOINT 
COMMITTEE ON DEFENSE PRODUCTION 


Senator Matonr. Mr. Wilken, I know that you have spent a con- 
siderable part of your life in studying the effects of foreign trade on 
domestic production. You have been in the research business for a 
long time. We have asked you to appear here because we know you 
understand the objectives of the committee, which are to have these 
strategic and critical minerals and metals and fuels available in war- 
time, and for our expanding economy, and for our security and the 
maintenance of our economic structure. Therefore, we are searching 
for evidence from which the committee might make its recommenda- 
tions to the Senate, that will maintain the maximum of production in 
this Nation and an adequate supply of these materials in time of war. 

If you will identify yourself for the purpose of the record, you may 
make any statement you care to make, if you have a written statement 
or comments. Proceed in your own way. 

Mr. Wiixen. Mr. Chairman, I am hi appy to have this opportunity 
to meet with you and call your attention to some very important 
factors that must be taken into consideration if we are to have a 
definite, sound domestic and foreign economic policy. 


ECONOMIC HISTORY OF THE UNITED STATES 


Over the past 17 years I have devoted all of my time to a study of 
the record of the United States. I want to say in passing that the 
Government of the United States in the different departments has the 
finest economic record in all phases of our economy of any Nation in 
the world. 

Knowing the confused situation that has existed in this country for 
20 years, I would like to make this comment: 

The principal reason for our confusion and lack of being able to 
develop a definite, sound, and permanent economic policy is primarily 
due to our failure to analyze the record of the past and find the posi- 
tive yardsticks that are available and which clearly indicate what 
will happen if we take certain steps. 

In our economy we have many, many segments. To illustrate that, 
I want to call attention to the fact that other than our large corpora- 
tions, we have 10,800,000 unincorporated business enterprises, of 
which about half are agricultural-operated business units. This 10,- 
300,000 really represents the backbone of our American system, which 
is primarily the individual ownership of property and the produc- 
tive resources of the United States. 

They not only become important from the economic standpoint, 
but with a representative Government they are very important from 
the political standpoint, because they have the votes which may ulti- 
mately determine whether we maintain our particular type of capital- 
ism or whether we go off into something else like socialism or 
communism. 
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With this large number of business units in operation, it is only 
natural that there is a lot of conflict and that certain groups are trying 
to take advantage of certain other groups. That is why Congress 
from time to time, whether it is in regard to foreign trade or whether 
it is in regard to domestic trade, must lay down certain rules and 
regulations that must be followed. That is why our forefathers gave 
us a Constitution. I think it was clearly the intent of our fore- 
fathers when they drafted the Constitution, under section 8 of article 
1, that Congress should have the right to regulate not only domestic 
commerce but also foreign commerce. 


COMPONENTS OF OUR NATIONAL ECONOMY 


In order to get at this picture from the fundamental standpoint, 
I want briefly to divide our economy up into three components parts. 
In those three component parts I will roughly include everybody in 
this economy of ours. The three parts that I am going to set forth 
are, first, the raw material production. 


RAW MATERIAL PRODUCTION 


The raw material production that we have serves two purposes: 
First, it provides the physical materials to which we apply labor in 
moving it to the factory, processing it, and distributing it. Second, 
it brings forth a primary new income each year from the production 
of new wealth. Those factors are both important. 

The number of units of raw materials produced times the average 
price per unit determines the raw material income that can be utilized 
in rural America to pay for the production of those raw materials 
and other services incidental to their production. 


LABOR FORCE 


The next group. we have is our labor force. In our labor force, 
receiving wages and salaries, in 1952 we had about 5214 million full- 
time workers. The 52 million full-time workers get their wages from 
corporations and from the 10,300,000 business operations. That is 
how they get their wages. The amount of wages that are paid out 
to these people also has two functions. One is that they become a 
cost in the production of gods. Secondly, they become a market in 
direct proportion. 

On the basis of the record from 1929 to 1952, I would like to file 
this table with the committee. You will find that the average wage 
payments each year, regardless of price levels or income levels, runs 
about 62 percent of the national income. In other words, it was 63 
percent in 1939 when we had a national income of $7214 billion; and 
it was 63 percent in 1952 when we had a national income of $291 
billion. The percentage change was very minor. 

The point that I want to drive home is that it is going to be impos- 
sible for labor organizations or Congress to give a larger percentage 
of that to this labor force unless they are willing in turn to take it 
away from the raw materials producer or the third segment which 
I am coming to, the business operations that we have. 
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MANAGEMENT 


Your business operations furnish the management and the capital. 

Senator Matonr. Do you want to include that table in the record? 

Mr. Wrixen. That is right. 

Senator Marone. It will be accepted and included in the record at 
this point as a part of your testimony. 

(The table referred to follows:) 


ExutisitT No. 4—Wage payments 


Percent of 


Total em- Total wages) Average | . en and 

Year ployment, National and all- annual salaries ao 

” all indus- income aries, all wage, all saireint 

tries industries | industries | 2®Hona 
income 
Thousands Billions Millions 

1929... 35, 295 $87. 4 $50, 165 $1, 421 57.4 
1930... 33, 245 75.0 45, 804 1, 380 61.2 
1931 _ . 30, 107 58. 9 38, 886 1, 292 66. 0 
1962... 26, 661 41.7 30, 284 1, 136 72.6 
1933... 27, 100 39. 6 28, 825 1, 064 72.8 
1934... 30, 230 48. 6 33, 520 i, 109 68. 9 
1935... qnie 31, 651 56.8 36, 508 1, 153 62. 5 
1936. 64.7 41,754 1, 199 64.5 
1937 73. 6 45, 948 1, 270 62.4 
1938. . 67.4 42,812 1, 238 63.5 
1939. . 72. 5 45, 745 1, 269 63.0 
1940_ 81.3 49, 587 1, 306 61.0 
1941___ 103. 8 61, 708 1, 450 59.4 
1942. . 137.1 81, 887 1,719 59.4 
1943 _ - 169. 7 105, 647 1, 964 62.2 
1944 183.8 , 92 2, 1! 63.6 
1945 182. 7 7 2, 64.4 
1946 _ . 180.3 2 61.8 
1947__ 198. 7 y 61.4 
1948 223. 5 60. 1 
TOR. cbse 216.3 61.6 
ss an died 239. 2 60.8 
1951__-_- 277.6 61.2 
1952... 291. 2 63.0 





Source: U. 8. Department of Commerce. 


Mr. Wi1keNn. The business operations that we have furnish the 
management and the capital to produce the raw materials, take them 
to the market, process them, and then through wholesale and retail 
trade to distribute them. In the normal course of things, they must 
have an operating margin, what we term a profit. You often hear 
people talk about an economy that produces for use. In other words, 
they want to avoid the term “profit.” The point I want to make is 
that it is very necessary for the economy of the United States to 
deliver a profit each year. 


PROFIT A VITAL FACTOR IN DOMESTIC ENTERPRISES 


The reason for that is twofold. In the first place, we have a con- 
tinuous increase in population. Second, we have a continuous in- 
crease in efficiency. Without a profit, we would not have the capital 
available to expand with. 

Since World War ITI, on account of the tremendous national debt 
and on account of our current military spending and heavy appro- 
priations, this operating profit has become doubly important, be- 
cause, in the first place, the operating profit for those business units 
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must generate new capital to expand with; and, secondly, at the pres- 
ent time in the case of corporate profits, between 52 and 55 percent 
of it goes to the Government in taxes. In other words, our business 
units, corporations, have become tax collectors for the Federal Govern- 
ment. 

To show you the importance of that, not only as far as a competitive 
price level is concerned at home but with other nations, I would like 
to make the point that in 1953, the estimated tax payments of our 
corporations will run about $24 billion. That is equivalent to about 
10 percent of all the money spent for goods and services in the 
United States in 1953. 


TAX BURDEN OF DOMESTIC INDUSTRY 


The point I want to drive home is that 10 percent of the price level 
that we pay for clothing, food, shoes, whatever it may be, is indirectly 
a tax going to the Federal Government which the corporations collect 
through the price on their products. 

I also want to point out the danger that we are in as a result of this 
situation. We are in a conflict which makes it necessary to protect 
ourselves militarily, but in my opinion our greatest danger is from the 
economic standpoint, because unless we prevent a depression in the 
United States we may lose the struggle with socialism and commu- 
nism. 


PERCENTAGE OF WORLD’S GOODS PRODUCED 


My reason for that statement is simple and concrete. The United 


States, because of its development, produces about ere of the 


world’s goods; and because of our greater per-man efficiency, which 
means the production of a greater variety of goods, we have a greater 
turnover of money in our internal economy, with the result that we 
generate 45 percent of the income, in terms of dollars, of the entire 
world. 

Because of this peculiar fact, after buying food and clothing and 
shoes, the primary essentials of life, the American people have enough 
left over so that they buy durable goods, approximately 70 percent 
of the automobiles, and so on down the line, with the end result that 
the United States consumes approximately 50 percent of the mineral 
raw materials that the world produces, about 50 percent of the coffee, 
wool, and whatnot. 


IMPACT OF DEPRESSION IN UNITED STATES ON FREE WORLD 


A depression in the United States would pitch the whole free world 
into a depression. For that reason, I think that if we are going to win 
this contlict we cannot forget the economic angle. We must maintain 
a prosperous United States. 

How are you going to maintain a prosperous United States? To 
obtain the income that we need to operate this economy of ours, we 
have just two sources: One is from the units of production, and the 
other is the price per unit. The units of production times the price 
are going to Seeman the income we have. 
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The United States has never had a depression because it lacked the 
ability to produce. Its depressions have always come about through 
a drop in the price level or a change in the dollar value of the goods 
produced. 

The depressions that we have had, that is, the severe ones, have 
always started with a drop in the raw-materials-price equation, which 
is the first equation, the first payment that we make when we start up 
the production of goods. 

I have prepared a chart here showing the price of farm products 
and the price of all commodities from "1890 up to the present time. 
You have heard a lot about parity. Parity in business terms really 
means the cost of production plus a fair profit. At no time from 
1890 up to the present did we ever have a depression or unemployment 
when raw-material prices were at a comparative level with the price 
of all commodities. We have always had a depression when they had 
dropped below. 

Following World War I, we had a drop in farm prices and other 
raw-materials prices. Asa result of it, American industry had to cut 
back its production 23 percent. Then we leveled off at a price level 
from 1922 to 1929 about 50 pereent higher than 1910-14. 

Everything went along in great style. Then we had another drop 
in our price level. From 1929 to 1932, the United States lost over 
half of its dollar income. Because of the loss of this income, industry 
lost its market and it had to cut back the physical production 47 
percent. 

Then we had a drought in 1936. In 1937 the price level moved 
upward. In 1938 we had another drop in our price level, and we had 
to cut back our production 23 percent. In 1948-49 we had another 
drop in raw-materials prices, and we had to cut our production back 
9 percent. 


CUTBACK IN PRODUCTION 


The Nation today is facing a cutback of 25 percent in its production 
because of too low a level of the raw-material- -price equation. The 
loss has been prevented from occurring by the expenditure of about 
$8 billion of money that is obtained by an increase in the national 
debt. 

Mr. Chairman, at this point I would like to file this chart for the 
period from 1890 to the present. 

Senator Matone. That will be made a part of your testimony at 
this point in the record. 

(The chart referred to follows :) 
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Mr. Wixxrn. Now the reason that I called attention to the cut- 
back which will occur unless something is done about it, the price of 
22 leading raw materials as of December 1 this year were 88.6 per- 
cent of the 1947-49 average price level. 

Now, this is taken from the Department of Labor and it is released 
by them regularly. I would like to file it with the committee. 

Senator Martone. It will be accepted and made a part of your testi- 
mony at this point in the record. 

(The information referred to is as follows :) 


Daily index numbers and spot primary market prices, Nov. 24 to Dee. 1, 1958 


[194749 = 100) 


December 
Commodities ——p a —— 


INDEX NUMBERS 


All commodities 


SS. 0 


RS. 1 


88. 6 88.4 88.6 
(a) Foodstuffs 93.9 04.7 95.7 95.4 06.5 
(b) Raw materials 84.0 83.8 83. 9 83. 7 83.3 
(c) Livestock and products 69.7 70. 5 71.6 71.3 72.2 
(d) Metals 90. 2 90. 1 90. 1 89.7 88.7 
(e) Textiles and fibers 87.0 86. 7 86.9 86. 5 86.5 
(f) Fats and oils 68.9 69. 5 70.1 70.0 70.9 
PRICES 
Indexes 
Burlap, yard b, ¢ $0. 122 $0. 122 $0. 122 $0. 122 $0. 122 
Butter, pound a, f 654 654 654 654 654 
Cocoa beans, pound i 444 444 452 451 156 
Copper scrap, pound (b, d 250 250 250 250 250 
Corn, bushel 1 1. 544 1. 555 1. 575 1. 588 1. 604 
Cotton, pound (b, ¢ 329 328 328 328 327 
Cottonseed oil, pound (a, f 136 136 136 136 136 
Hides, pound b, ¢ . 155 155 155 155 155 
Hogs, 100 pounds (a,c 21. 825 22. 625 23. 625 23. 200 23. 625 
Lard, pound a, c, f 150 155 1. 60 160 168 
Lead scrap, pound b, d 066 066 066 066 063 
Print cloth, yard b, e) 
Spot and nearby 189 189 189 188 188 
Most distant contract 189 189 189 188 188 
Rosin, 100 pounds (b) 8. 850 8. 900 8. 200 8. 900 8. 900 
Rubber, pound (b 212 209 212 215 214 
Steel scrap, ton b, d 33. 500 33. 500 33. 500 33. 500 33. 500 
Steers, 100 pounds a, ¢ 24. 875 24. 750 24. 750 24. 625 24. 625 
Sugar, 100 pounds 1) 6. 150 6. 150 6. 150 6. 150 6. 150 
Tallow, pound (b, ¢, O58 O58 O58 O58 O58 
Tin, pound (b, d) . 865 858 860 S40 825 
Wheat, bushel (a 
Kansas City 2. 325 2. 325 2. 312 2. 305 2. 328 
Minneapolis. - 2. 438 2. 431 2. 369 2. 362 2. 391 
Wool tops, pound (b, e 1. 970 1. 965 1. 965 1. 950 1. 960 
Zine, pound (b, d 105 105 105 105 105 
NOT INCLUDED IN INDEX 
Barley, bushel 1. 450 1. 450 1. 450 1. 460 1. 460 
Coffee, pound 585 585 585 . 585 585 
Copper, pound 206 296 296 296 - 206 
Lead, pound . 135 - 135 135 135 135 
Shellac, pound . 330 . 330 330 . 330 330 


1 Markets closed. 


NotE.—Letters in parentheses following the commodity name indicate the group indexes in which the 
commodity is included. The daily index is calculated as an unweighted geometric mean of the individual 
price ratios. 


Mr. Wiiken. Now as to the comparison with that, the consumer 
price level is 115.4 percent of 1947-49 as 100. If you want the details 
of that I can file it but this just came to my desk today and the con- 
sumer price level in October of this year was 115.4. 
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Now the dislocation between raw-material price and the consumer 
price Jevel is the difference between 88 and 115. Stated briefly, the 
raw-material producers today, that is, the farmer, the miner, has only 
75 percent of the buying power relatively that he had in 1947-49. 

Senator Martone. Do you include the forestry products and every- 
thing in raw material ¢ 

Mr. Wiiken. That is right. Asa result of that, your raw-materials 
producing areas are not able to buy the goods that they ought to buy 
to keep this economy of ours going. Implement dealers, other indus- 
tries selling to rural America, have lost some of their market. We 
have lost the market for the simple reason that we are not paying out 
the sums that they are entitled to receive for their products. 

To illustrate the importance of that market, I have tabulated the 
census record for 1950. In 1950, 50 percent of the population of the 
United States lived in towns of 10,000 and under and the areas sur- 
rounding them. Now there are a few of these small towns that have 
factories of one kind or another while on the other hand, towns like 
Sioux City, lowa; Omaha, Nebr.; Kansas City, depend for a lot of 
their income as a trading center between the raw-material-producing 
industry and our American factories. 

An implement dealer in Sioux City who is distributing to other 
implement dealers in the area does not receive any money from Inter- 
national Harvester Co. or John Deere Co. He must pay them factory 
price plus freight to Sioux City. His margin of operation must come 
out of the rural territory that he operates in. 

The point that I want to drive home is that half of industries market 
is in rural America. It is for that reason that whenever our raw- 
material prices drop you have a depression. We destroy our market, 
your industry has to cut back to meet that loss of market and we are 
in the downward spiral. 

Now I would like to file that tabulation of the Census Department 
comparison. 

Senator Martone. That will be made a part of your testimony at 
this point in the record. 

(The information referred to is as follows:) 


Ecvhibit No. 19.—Comparison of population,’ 1950 census 


OCR POUR CIOM EE MIGOR. CRO aa a hi ne tres en 149, 855, 592 
EL Oe ile in hes a cic eepe is wncntgeheanen geese ebm ac abee ingle 61, 485, 876 
TN SIR te Wile e sitet htnk epitb ins noc ins ddesdteeemntiocsacecibciedo tae 5, 559, 500 
TEE | CIGD whicniei nin mss nns teenie iomnninctcwnnmalibi ta baie 7, 858, 157 


Total population in towns of 10,000 and under___.____-_______ 74, 903, 533 


1 Population in rural territory and towns of 10,000 and under equals 50 percent of total 
population. 


Source of data: Statistical Abstract of Type in the United States, 1951, p. 13, U. 8S. 
Department of Commerce. 


Mr. Wirxen. Now to further prove the accuracy of that conclusion 
I would like to file a chart prepared by the Bureau of Agricultural 
Economics which compares the industrial wages with cash farm in- 
come. They have remained almost constantly in balance since 1910 
right up to the present. 

The only diabeution we had was in World War IT when we put 
extra men in the durable goods industries to procure war materials 
and put them in the military. When the war was over they fell back 
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in the balance, and then we have a slight dislocation as a result of 
the Korean situation. 

The reason that those two balance is the simple fact that half of 
our population lives in rural territory and is the market for the man 
working in the factory. So they just go up and down together. 


ne alate 


I would like to file that for the information of the committee. 

{ Senator Martone. It will be accepted and made a part of the record 
: at this point as part of your testimony. 

: (The information referred to is as follows :) 

. FARMERS’ CASH RECEIPTS AND 

| INCOME OF ante 1935-39 
INDUSTRIAL 

: 

WORKERS 


‘ 1910 1920 1930 1940 1950 





+ 
§ RMANUFACTURING MINING, 2 RAUL WAY WORKERS OCASH RECEIPTS FROM FARM MARBETINGS 
i U. S. DEPARTMENT OF AGRIC YVATURE MEG. 42554 -KE BUREAU OF AGRICULTURAL ECONOMICS 
5 
| 
Cash receipts from farm marketings and income of industrial workers, United 
: States, 1910-52 
i (Index num bers—1935-39= 100) 
‘ Cash Cash Cash Sele 
{ receipts | Income of receipts | Income of receipts ti it 
} Year j\from farm) industria] Year from farm! industrial Year from farm| ° a 
| market- | workers ! market- | workers ! market- c — T 
: ings | | ings ae ween 
3 Pad seditets gies aml le ebcennainiils ai 
ae 73 48 en 139 129 1940 105 119 
pis antdead 70 47 1926__- A 133 130 1941 139 167 
{ ins 00 nah 76 50 1927 aan 135 127 1942 195 239 
Ge. 2065. - } 78 | 53 || 1928 138 126 || 1943 243 323 
8 saith dieiten 76 49 WD 05 ainegsl 142 133 LW44 256 338 
Seeks) 80 | 53 : : 1945 269 292 
1916........ | 97 | 68 BEOOL sido gdhés ll4 109 1946 309 277 
‘ TWh de nnns- 135 | 86 || 1931. .| 80 84 || 1947 j 373 | 330 
i eo. La | 169 | 115 || 1982........ 60 58 |) 1948 380 | 356 
3 tes tnante 183 124 es 67 61 1949 ad 351 327 
{ | nee 79 76 
\ MI satacy-- } 158 156 ||} 1935.....-.-- 89 86 || 1950 356 | 370 
i edn tatne 102 101 || 1036........ 105 100 |} 1951 j 410 423 
1922........ 108 | 104 MST si sisi. 111 117 1952 2. ...... 420 440 
eidenéus 120 | 130 Bh concn 97 91 . ind 
1924........ } 108 | 120 |} 1939.......- 98 106 


1 Based largely on Bureau of Labor Statistics and Interstate Commerce Commission data. Includes 
wages of factory, mining, and Class I railway employees. Revised series 
2 Tentative estimates. 


Source: Data published in Farm Income Situation and The Demand and Price Situation (BAE 
39888—54—pt. 1026 
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HOW OUR INTERNAL ECONOMY OPERATES 


Mr. Wirken. Now, as a result of these facts and as a result of the 
study, I want to give you a very simple composite picture of how 
our internal economy operates. In order to give you the proper 
picture I am going to divide our industrial production into two parts; 
first the nondurable goods; and second, the durable goods. 


NONDURABLE GOODS 


Now the nondurable goods are things like food, clothing, shoes, 
tobacco, beverage, gasoline we use for personal operation of cars, fuel 
that we use in our homes. Durable goods are washing machines, 
automobiles, and things of that kind. 

Now, in tabulating the percentage of consumer expenditures going 
for the different kinds of goods, I have tabulated the record from 1929 
to 1952 and it shows that 70 percent of all goods sold at retail each 
year are represented by 5 items: Food, shoes, beverage, clothing, and 
tobacco. 

Now, the interesting fact, and to show you that this economy of 
ours operates on the basis of very definite laws of exchange, in 1929 
those 5 items represented 70 percent of all goods sold at retail, they 
represented 70 percent in 1939; they represented 70 percent in 1951 
and in 1952. Now, if you add to those 5 items the gasoline that we 
pay to operate our automobiles and the fuel that we buy for our homes, 
you have about 75 percent of all consumer expenditures going for 
nondurable goods. 

Now, what does this mean? It means that for those necessities we 
have about 75 percent of our labor employed in the production, process- 
ing, and distribution of those nondurable goods. 

The consumption of these items is entirely personal; it is on an 
individual basis. So, as a result of that your nondurable goods 
expansion is tied in direct ratio to your population because it is 
furnishing the primary essentials of life. 


DURABLE GOODS 


Now, the durable goods part of our economy has to depend on time 
for usage. In other words, we do not buy an automobile three times 
a day like wedoa meal. You have a time lag that is required to wear 
it out. And we can overexpand our durable-goods indies like we 
did in World War I and World War II, and it is overexpended at the 
present time. 

Your nondurable-goods industry is not overexpended. It has ex- 
panded about 11 percent since 1948 or almost in Hirect proportion to 
the increase in population and efficiency, while, on the other hand, your 
durable-goods industry is roughly about 40 percent higher than 
in 1948, 

Now, then, in the period 1925 to 1929, and at the present time, because 
of this tremendous expansion of our durable goods industry and the 
slowing up of the mathe, the operators of those industries are natur- 
ally looking to other countries for a market. 

f we are going to ship out automobiles and farm implements and 
so on and not be in the position of giving them away, we have to bring 
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in something to pay for them. We tried that in 1925 and 1929 and 
in my opinion a careful examination of the record would show that 
our 1929 break in our price level originated about 1925 with a slow, 
steady drop in raw material prices on a worldwide basis, and it 
carried our price level down with it. ‘The same thing occurred again 
in 1937 and 1938. And it is occurring at the present time. 

In 1949 England devalued its pound and since that devaluation we 
have brought in approximately—I am going to use the word “approxi- 
mately,” you can have Dr. Coulter, who I understand is working with 
the committee give you the actual details—but we are bringing in 
net and have for the past 4 years, 1950, 1951, 1952, and 1953. We will 
import about $2 billion more raw materials than we exported, with 
the result that our raw material price level today is about 88 percent 
with 1948-49 as 100 while our consumer price level is 115. 

I have no idea what Congress is going to do, whether it is going to 
continue to spend $8 or $10 billion of money borrowed from tomorrow 
or whether it is going to try to balance the budget, but I want to make 
this statement : That no political administration can operate the United 
States with a balanced budget and approximately full employment 
unless they are willing to pay the raw-material producer a price that 
is in balance with the selling price of the finished goods. 

Now, that is the equation you have to watch. 

If we are going to go on with the idea that we can go out in the world 
and get cheap raw materials, we are going to have a rude awakening 
just like we always have had domestically when we underpaid the 
raw-materials producer for some reason or other. 

Your record is clear on it. I think that we ought to stop, look, and 
listen and think of the importance in price. 

Now, the interesting thing to me about it all is the seeming lack 
of information that exists among farm leaders and other people as to 
what is actually going on; e. g., we talk about surplus of farm products. 

I have tabulated the total imports and the imports of farm products 
from 1929 to 1952. I want to use it in relationship to our national 
economy and also in relationship to the farm issue itself. 

Now, in the period from 1929 to 1952, that is 24 years, our average 
import was about 3.1 percent of our national income. Dropping that 
one-tenth of a percent, just using rough figures, it means that 97 per- 
cent of our income is spent in the United States and 3 percent for 
imports. 

Now, the thought I want to drive home there is this: That the 97 
percent is the important factor that we have to watch and if we take 
care of that we will not have to worry too much about the 3 percent. 


KEEP THE UNITED STATES PROSPEROUS 


The greatest service that we can do the world, both as far as helping 
them in this fight against communism and socialism, and as far as 
trade is concerned, is to maintain a prosperous United States. 

Then let us assume that in trying to reach out for an additional 3 
percent or $3 billion of foreign trade, we bring in those $3 billion 
and force down our prive level 10 percent ; we will have lost $30 billion 
of income in the United States and a $30-billion market for goods. 

Now, taking the agricultural equation alone, in those 24 years, in 
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17 years we had a net import, in 7 years we had a net export, and 
they came almost entirely as a result of the last World War. 

The farm leaders are being told we have to have this foreign trade 
to export farm products, yet the record shows that in 1950, 1951, 1952, 
and 1953 we will have imported net a billion dollars’ worth of farm 
products a year. 

The benefit of the $2 billion of imports of raw materials that I men- 
tioned a while ago have all gone to heavy industry. In addition to 
that, industry has had a subsidy to the extent of about $4 or $5 billion 
worth of goods that we purchased for the military; the American 
taxpayer paid for it, and it was shipped overseas. 

In regard to our trade, the point I made is that the best way to 
protect our trade, not only domestically but our trade with other 
nations, is to maintain our prosperity. ‘That is No.1. Unless we do 
that we will suddenly find ourselves in a depression which will mean 
a loss of a domestic market, and it will mean the loss of our foreign 
market. 

To illustrate that, in the depression from 1929 to 1932 we lost 70 
percent of our exports and we lost 70 percent of our imports. 


MATERIAL EQUATION SUMMARIZED 


Now, in the final analysis I am going to sum up this raw-material 
equation very briefly. I have prepared a tabulation showing the raw- 
material income, the national income for the period 1929 to 1952, and 
the average turn of the raw-material dollar is 5 times in that 24-year 
period. 

Now, what does that mean? It means simply this: That the United 
States can expect five times the raw-material income in terms of na- 
tional income. In other words, if we pay our raw-materials producers 
$30 billion for farm raw materials, minerals, other things they pro- 
duce, we can expect to generate $150 billion. If we pay them $60 
billion we can expect to have $300 billion. But we cannot permit 
imports to cut the price down to $30 billion and expect to have $300 
billion. We are going to lose $5 of national income for every dollar 
that our raw-material income drops. 

Now, we are faced with this proposition. In 1939 we had $185 
billion of public and private debt. We had a $72.5 billion income. 
Today we are approaching $600 billion of public and private debt. 
Our municipalities, our States, and Federal Government are spend- 
ing $101 billion of tax money, $101 billion being spent by our Gov- 
ernment, local, State, national, as compared with $72.5 billion of 
national income in 1939. 

Now, thinking that thing over in your mind, how can you possibly 
think of going back to the 1939 price level ? : ‘ 


FREE TRADE WILL RESULT IN A DEPRESSION 


If we feel we can go on a free-trade basis, that is the thing to do. 
I just want to give you this warning, that you are going to have a 
depression and you are going to have to liquidate that $600 billion 
of capital values that we now think we have in terms of public and 
private debt because the United States is not worth 1 penny more 
than what it will earn. ’ 
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The reason I say free trade will force you into a depression is simple, 
We have a wage standard in the world ranging from 8 cents an hour 
for Government workers in India to $1.78 an hour in the United States. 
You have a differentiation there that if you go on a free-trade basis 
and think you can compete with the rest of the world, you are going 
to find your price structure forced down because of the lack of buyi ing 
power in the rest of the world to maintain the American price level. 
As prices go down we are going to lose income, and as we lose our in- 
come we are going to have to liquid: ite private indebtedness and public 
indebtedness. 

Now, I am not saying that when that liquidation is over that we 
will have lost our system, but there is a very distinct possibility. 

Instead of that policy of wanting to let our price level go down to 
the rest of the world, our policy “should be just the reverse. We 
should tell the rest of the world that we have to maintain our price 
level to protect our income and, in turn, make it possible to protect 
them. Kha from that as a foundation, we are willing to reach out 
every opportunity we can to help the rest of the world gradually come 
up to a higher level. 

I think “through a proper and realistic approach to this thing, we 
can give such aid and get paid for it. I like very much the principles 
of trade as set out in a sugar agreement, which is now part of the 
Federal statute. 

Under the sugar agreement we permit about 70 percent of our sugar 
needs to come into the United States, but we don’t permit the import 
of sugar to break down our domestic price level for sugar. In other 
words, we protect, through proper quotas, the operation of our own 
sugar industry. 

Through the agreement we also pay about $6 a hundred for sugar 
to Cuba, Puerto Rico, and Hawaii, Virgin Islands, as compared to a 
world price of about $3.70. 

Now, in paying $6 a hundred for the sugar we are merely paying 
Cuba, Puerto Rico, a price that they ought to have if we are going to 
expect them to buy our goods at the price we sell them for. 

Let me illustrate what may happen in the rest of the world if we 
decide to go on this all-out free-trade basis. 

In my opinion, a discontinuance of the sugar agreement, forcing 

Cuba and Puerto Rico to take the world price for sugar, would imme- 
di ately bring about an economic collapse in those countries and pos- 
sibly revolution, and you have other areas in South America that also 
depend on‘a single item. Chilean copper, Venezuela’s oil; in the Far 
East you have Malaya tin and rubber. You can never help those 
nations to a higher standard of living by buying cheap raw materials 
from them any more than you can operate an American mine or an 
American farm and pay a cheap price and have a market for your 
finished goods. 

With our own record showing that we must pay the raw material 
producer an equitable price if we are going to operate this economy, 
then in trying to deal with the rest of the world, we are going to have 
to follow exactly the same principle. To do that we don’t have to be 
isolationist. 

Bring in everything we need and when we bring it in, pay a fair 
price for it, and if we do that the chances are very good that the other 
countries will earn the dollar exchange to trade with us. 
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I think, Mr. Chairman, that is about all I have to say at this time. 
[ want to make this comment that I have prepared a very comprehen- 
sive and concise report for the chairman of the Banking and Currency 
Committee. I have inserted a few of the charts that I have used in 
that report and I expect that maybe Senator Capehart will make the 
report available to Members of Congress in due time. 

Senator Matonr. Do you have any supplemental data that you 
would like to make a part of the record or submit as exhibits ? 

Mr. Witken. I would like to file this tabulation showing the per- 
centage of raw material income to the national income. I have here 
the national income, the gross farm production, the mineral produc- 
tion, mineral and farm, and the percentage of the whole. 

Senator Matone. It will be accepted and appear at this point in 
the record of your testimony. 

(The information referred to is as follows:) 


Exursir No. 3.—Total value of raw material production and percentage of 
national income 











[Billions] 
Mi 
Year | National | Farm | Mineral fom» mad Percentage 
| 
1929___ 87.4 | 13.8 | 5.8 19.5 22.4 
1930 ___ 75.0 | 11.4 4.7 | 16.1 | 21.5 
OG iis iis .6k ie dec ceeae ene 58.9 | 8.3 | 3.1 11.4 | 19.3 
1932___.. 41.7 | 6.4 2.4 8.8 21.1 
1933___ 39.6 | 6.9 | 2.5 9.4 23.7 
1934___ 4 = 48.6 | 8.0 | 3.3 | 11.3 | 23.2 
Boe Sse ; wilde | 56. 8 | 9.0 | 3.6 | 12.6 22.2 
Ri kee Shes ac ok eel 64.7 | 10.3 | 4.5 14.8 22.9 
1937___ ; Seance) 73.6 10.8 | 5.4 16.2 | 22.0 
1938_____ ‘ ‘ dee 67.4 | 9.5 | 4.3 13.8 20.5 
peo aE em ; 72.5 9.6 | 4.9 14.5 | 20.0 
1940 _-- : La 81.3 | 10.1 | 5.6 | 15.7 19.3 
1941___ 103.8 13.1 6.8 | 19.9 19.1 
1942... 137.1 | 17.9 | 7.5 | 25. 4 | 18. 1 
1943__- 169.7 | 22.2 | 8.0 | 30.2 18.0 
1944. 183. 8 | 23.3 | 8.4 | 31.7 | 17.2 
1945_. . 182.7 24.5 | a3 32.6 | 17.8 
1946. an 1 sana 180.3 28.1 | 8.8 | 36.9 | 20.5 
1947 __ | 198. 7 33.6 | 12.4 | 46.0 23.0 
1948. __ : ; ' 223.5 | 34.2 | 15.7 | 49.9 22.3 
ee 216.3 31.5 | 13.5 | 45.0 20.8 
1950. : 239. 2 | 31.8 | 15.1 | 46.9 17.9 
1951__- 277.6 | 36.4 17.2 53.6 19.3 
1952... 291.2 | 36.9 17.2 54.1 18.5 
| 





\ 


® Source of data: Department of Agriculture, Department of Commerce, Bureau of Mines. 


Mr. Wriixen. I have one further thought that I think is very im- 
portant. That is the difference between price and the real cost of the 
thing. For example, I think the Senator is aware of the many columns 
of newspaper comment that have been put on in regard to the high cost 
of living in the United States. 

I have here a tabulation prepared by the Department of Agriculture 
which shows that our present cost of living in terms of income is the 
lowest in history, which is just the reverse of the thinking of the 
American people. 

Now, that is necessarily true because if it were not true, how can we 
buy 70 percent of the automobiles and operate them ¢ 

In comparison with our food cost, which in 1951 was 21.8 percent 
of the national income, many countries in Europe must spend 50, 60, 
and 70 percent of their income for food. When they get all through 
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buying food and the other existence needs, they are lucky if they 
have enough money left to buy a bicycle. 1am going to illustrate that 
further in a specific term. 

I think the Senator will agree that if the Congress of the United 
States told the mining industry that we were going to have a support 
price for copper in the form of a tariff at 30 cents a pound for the 
next 10 years, I don’t think there would be any question about our 
getting copper production. That is, if you had a definite policy. 

Now we think in terms of copper at 30 cents as being too high. 
Let us take a look at it. The average industry worker is getting $1.78 
an hour. Simple arithmetic indicates he can buy 6 pounds for an hour 
of work. In Europe the industrial worker receives 65 cents an hour. 
He can only buy a little over 2 pounds of copper. So that when we get 
down to a real basis, the 30-cent copper is much cheaper to the American 
worker than 30-cent copper is to the English worker by far. 

It is for that reason that I make the statement that the buying power 
of the rest of the world cannot possibly maintain a price level in the 
United States that will permit the payment of $1.78 an hour in wages 
and that will permit the local, State, and Federal Governments to 
spend $101 billion. It just can’t be done. 

If we do not want to find ourselves in a depression we are going to 
maintain this price level because if we do not, we are going to have a 
depression. If you do not maintain your price level you cannot pos- 
sibly balance your budget; you cannot keep continuing paying the 
present wage level because the factors that you have make this price 
level necessary. 

We have $45 billion out in long-term mortgages on homes under 
FHA loans. We have about $27 billion out in installment buying. 

Now, if we are going to meet those obligations we have to maintain 
our production, we have to maintain our pric 2. 

I think the most dangerous situation in the United States today 
is this simple dislocation of a raw-material price at 88 percent of the 
1947-49 level and consumer price level of 115. Now, it is easy to say, 
well, let us get the 115 down to meet the 88. That is going to be a 
tough thing to do for this reason: 


MEANS AND METHODS OF ADJUSTMENTS 


I filed a tabulation with you that shows that 62 percent of our na- 
tional income is wages. I also mentioned the fact that 10 percent of 
our price level is corporate taxes. How can you get that price level 
down unless we get the wages down, unless we get the taxes down. 
The historical record of hourly wages is this: That they do not come 
down. Labor will work 5 days a week, 4 days a week, 3 days a week, 
2 days a week rather than take a cut in the hourly wage. And to pay 
$1.78 an hour in American industry as an average you have to restore 
the raw-material price level so that your raw-material income will 
support it. 

Renator. Mauone. Mr. Wilken, what causes the dislocation of the 
two price levels you have described, the 88 percent on the raw materials 
and 115 percent on the manufactured goods ? 

Mr. WitKen. You can have various reasons. For exampie, I men- 
tioned the fact that in 1950, 1951, 1952, 1953, we will import $2 billion 








392 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


a year more raw materials than we will export. That naturally has 
brought about a competitive situation. 

I think a very good illustration is the price of lead and zinc. The 
rice of lead and zinc is down to the level that our mines are closing. 
‘he reason why they are down is imports, competitive price situation. 

Senator Matone. How would you keep these prices from coming 
down? Give us your conclusions as to what ought to be done? 

Mr. Wirken. Well, I think we have to be realistic. It does not 
matter what we call it. If we do not like the word “tariff” we can 
use the words “excise tax,” and if we don’t like the “excise tax,” w 
can use “import fee,” and if we don’t like that we can use the wotds 
“import quota.” They all amount to the same thing. 

Senator Maone. You are saying in order to keep the price of raw 
materials in this country at 100 percent 

Mr. Wiixen. It is really the American cost level. 

Senator Matone. American cost level—that you would need to have 
a tariff or an excise tax or import fee, or a duty the Constitution of 
the United States calls it, that would make up that differentiation in 
cost due to that difference in the wage standard of living and other 
factors. 

Mr. Witken. That is right. 

Senator Matone. That would bring any imports or needed imports 
at your wage standard cost and your own raw materials produced here 
would be maintained in acoopinee with the first situation you de- 
scribed. 

Mr. Wirken. That is right. 

Senator Martone. In parity with the manufactured goods? 

Mr. Wrken. That is right. It does not matter whether you bring 
in 30 percent of some item or 10 percent of some item or 70 percent 
of some item, like we do in the case of sugar, just as long as you 
maintain that differentiation. 

Senator Matone. So that your own labor maintains their wages 
and the employment ? 

Mr. Wiiken. That is true, and the other factor—I don’t know 
whether we can do anything about it or not because you run into the 
matter of telling other countries what to do. For example, I have 
followed very closely the idea of having a flexible tariff which would 
drop down to zero if the foreign price was the same as the American 
price, 

Now, the thought I think in doing that is to furnish the other coun- 
try every incentive to try to get that full American price rather than 
going into reverse and cutting down to meet whatever tariff we have. 

The problem we face is to get the money that the country that we 
buy from is rightfully entitled to in their hands and into their workers’ 
hands. ‘That is a distinct problem, however, from protecting your 
market. 

Senator Matone. That includes your own labor ? 

Mr. Wiiken. That is right. 

Senator Martone. The income that they are entitled to or at least 
that they have to have in order to maintain the standard of living 
here, is that what you mean ? 

Mr. Wixen. That is right. 








ee ee ee ee ee 


STOCKPILING STRATEGIC AND CRITICAL MATERIALS 393 


Senator Martone. Now we have had, and I know you are an expert 
in the farm product field, a sample of subsidies and with our almost 
free trade—-at least the tariff is so low that it made very little differ- 
ence—many of these products have been coming in that draw sub- 
sidies here and then we buy these products and buy our own at a 
standard price, but we have to buy the others to maintain the price 
and finally it seems to have meant and still means a stabilization of the 
price subsidy to the adjacent countries or at least the areas from where 
they can import the materials. 

Mr. WiiKen. That is why, Mr. Chairman, I made the point that it 
is going to be necessary for us to decide on a definite policy. Do not 
think we can go on letting things hang in the air extending it 1 year 
and maybe a farm price support 1 year with maybe the thought that 
next year it will be taken out and so on. 

You can’t operate an economic machine like we have that way; it 
won’t work. 

Senator Matone. You mean you can’t operate it without a continual 
emergency ¢ 

Mr. Witken. That is right. 

Now, reading the papers I find these comments. I find that Secre- 
tary Benson, Secret: ry of Agriculture, is talking about reducing price 
supports on some things. Then I read, the way things look Congress 
1s or to extend the 90- percent pr ice support. 

I don’t know what they are going to do. But I am saying this: 
That you cannot have a 90-percent price support for agriculture in the 
United States; you can’t have a 90-percent price support for lead, 
zine, or any other item, unless you have import fees or import quotas 
or unless you are willing to buy up all the excess the world produces 
above an existence living. 

Senator Martone. In other words, what you are trying to say is that 
what you need to hold these subsidies that you are paying or the sup- 
port price to some reasonable amount, that you have an import fee 
or tariff that would make up roughly that difference between your 
wage standard of living here and abroad which would bring the prod- 
ucts in only when they are needed and at your subsistence level, and 
pom vent havi ing to buy up all of these products and store them to main- 

tain the price level here. 

Mr. Wren. I don’t like particularly the use of the word “sub- 
sidies,” Senator. 

Senator Martone. Call it what you will. 

I have been reading the newspapers and I sympathize greatly with 
Secretary Benson because he has inherited a situation there that quite 
a segment of the population are going to insist he continue, and he 
is trying to find some kind of sugar-coated pill that will taste better. 

Whether you call it a subsidy or parity price, and you bring all other 
products in, that is from adjacent countries, and you are forced to buy 
them to maintain the price, it does not make much difference what 
you call it. 

The weight is on the taxpayer, unless you do have a tariff and offer 
to bring them on that level of cost, they stay out. 

Mr. Witxen. Under the Tariff Act of 1930 the Tariff Commission 
is supposed to determine a fair price level for the American producer. 

Supposing the Tariff Commission meets tomorrow and decides that 





394 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


30 cents is the price for copper; society has no right to look upon that 
as a subsidy, that is not a subsidy. That is a price that industry must 
have to produce and it is a price that society should pay. 

The same thing is true of the agriculture. Parity price is for agri- 
culture, is not a subsidy. 

Senator Martone. It does not make any difference what you call it. 
The difference between paying a parity price and having a tariff how- 
ever, there is some difference. You assess the taxpayers to pay parity 
and that is something that is paid in by the importer in the nited 
States Treasury and it is nice, new, clean money and we can use it 
to lower the debt or you can use it to lower taxes or anything you want 
todo. So there is considerable difference in the long run. 

Mr. Wirixen. I would not think so for this reason: We have had 
what we call a support price for agriculture since about 1933 when 
we had the first corn loan. 

Now, the support price that we have had for agricultural products, 
as a result of agricultural products being a little different than mineral 
products—for example the miner produces ore every day and he has 
a known factor, he has these ore deposits, he puts so many men to work, 
so many horsepower of engines to work and rolls out a certain number 
of tons each day. He has the power to adjust himself to a market that 
exists behind a tariff wall. 

But even if you had a tariff at the parity level for all agricultural 
products you would still have to have some arrangement to protect 
your price structure for this reason, that we produce one crop of corn 
a year, 1 crop of oats, 1 crop of barley, 1 crop of cotton. 

Somebody has to carry them because the crop has to last 12 months 
until we get another crop. And the commodity loan feature is really 
not a subsidy, it is just an extension of credit and the farmer pays it 
back when he disposes of the corn and uses it. 

If you will look at the records you will find that the actual money 
lost in supporting nonperishable crops and that is all we should 
have attempted to take care of, has been very minor. 

Senator Mavone. Isn’t it a fact fact now that we own 33 crops? 

Mr. WiiKen. No. 

Senator Matonr. How many crops do we have in storage? 

What I am trying to do is develop what happens here when you do 
not have a tariff and you import crops that you are paying a subsidy 
on? 

Mr. WiLKeEN. We have about roughly $4 billion worth of money 
tied up in this, that and the other. 

Let us take a look around to see if that is excessive. We have $79 
billion tied up in inventory, manufacturing, wholesale and retail 
trade. They are both comparable. 

This excess farm product that we have in storage today, by the time 
our next crop of corn comes along we don’t know today whether we 
are going to have any corn left. 

Senator Martone. You understand, Mr. Wilken, I am not complain- 
ing about that. Of course there is a little factor right now that you 
can’t feed $300 a hundred corn to $18 a hundred cattle. But let us 
forget all of that. 

How are yon going to carry the parity price at anything that the 
taxpayers can bear and still import under free trade these same prod- 
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ucts? Aren’t you trying to say that what you need is a duty or tariff 
at this same parity price in order to cary the parity price? 

Mr. Wi1KEN. Yes, you have to have a duty at the parity level if you 
are going to have the other. 

Senator Martone. That is the missing link. 

Mr. WitkKen. That is right. And you can’t maintain a price for 
copper unless you have an import quota, an import fee or something, 
because the other countries with a lower wage level, lower tax level, 
will bring it in for less. 

Senator Martone. Are we not on a little different basis when we are 
talking about a product where we have a surplus and we are talking 
about a product that we are simply regulating to come in and supply 
the amount that you need, and, outside of the stockpile for war, no 
surplus at all? 

Mr, WiLkKen. No, I do not think so, Senator. The thing you have 
to realize is this, that we have 160 million people. We have about 
200 million head of livestock. You cannot feed human beings with 
bank credits. 

Senator Martone. You can’t feed $20 cattle $3 corn, either. 

Mr. Wuriken. I know it, but if you are going to have any kind of 
stability you have to maintain a very large carryover of food and feed 
grains and fiber crops or you are not going to be able to feed your 
people; you are not going to be able to feed your livestock and if 
next summer we come along with 500 million less bushels of corn than 
we had last year we are going to have to ship those cattle you are 
talking about in at 10-cent a pound because you are going to have to 
do that to keep them from dying. 

Senator Matone. We are getting off the subject a little bit, but here 
is something. 

When cattle come in with practically no evener, and the canned 
meat comes in from all over the hemisphere, and New Zealand, you 
are not going to do very well in the cattle business here unless there is 
some support price on cattle which no one that I know wants but it 
may be forced on them if we continue our ponent haphazard policy. 

Now, if you had a principle laid down by Congress, of fair and 
reasonable competition, I just don’t know any cattleman but who is 
willing to compete on an even basis with other cattlemen in the United 
States with domestically produced stuff, but they cannot compete with 
the imports. 

Mr. Wivxen. I think I can agree with that. I think, normally, 
that is true, but the thing I don’t agree with is the cattleman’s position, 
the livestock has never had a support price. It has always had a 
support in the matter of tariff, quotas, in the matter of a ruling 
against Argentine beef as regards to hoof-and-mouth diseases. In- 
direct support, yes, but still it is support. 

Senator Mauone. Yes; that is true. But is there not a little 
difference ? 

Suppose we have too many domestic cattle, just like we have too 
much corn at the moment, and they say we will hold these cattle over 
for a year, we are going to have a support price and we are going 
to hold them and sell them to the Government. 

I don’t know of any cattlemen that want that, but dismissing all 
that, what policy would you lay down now to assure us that we have 
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domestic, at least we have a supply available for any national-defense 
purposes and something that we know we can count on to keep a 
going industry ¢ 

Are you saying to the committee that you want to continue the 
policy you now have of your trade agreements, or do you want to 
revert to Congress in adjusting the duties, imports, and excise as laid 
down by the Constitution of the United States? 

Mr. Wirxen. If I had it to do, I would maintain the 90- percent 
price support on farm produc ts. I would make provision of carrying 
50 percent of the annual year’s supply as reserve to protect us oth 
against drought and war; then I would have an import fee on all 
farm products and any product processed therefrom at the parity 
level. 

And I would have the same kind of import fee on lead, copper, 
zine, petroleum, anything that is in the United States. 

Senator Martone. On the basis of fair and reasonable competition, 
do you want to do that under the Trade Agreement Act, or do you 
want to go through the Congress, through the Tariff Commission, or 
any reorganization they might see fit to make of their agent, the 
Tariff Commission ? 

Mr. Witxen. I have watched the operation of the trade agree- 
ments since they were brought into being. I saw Congress delegate 
its constitutional power under the trade agreements to the Tariff 
Commission, and in turn to the State Department. 

I have followed them and I know that they have been a detriment 
to many of our producers. 


CONGRESS SHOULD RECOVER ITS CONSTITUTIONAL RIGHTS 


I think if I was a Congressman I would definitely demand that 
Congress should take back its constitutional right and be the sole 
power that has the right to say whether this tariff is going to be such 
or such or such. 

It is a constitutional provision and I think our forefathers realized 
the danger if it was taken away from the people. Therefore, it put 
that power in the hands of the elected representatives of the people, 
Members of Congress. 

Senator Maronr. In other words, you do not need to pass any 
legislation to get that power back; if you just sit still for 6 months, 
it returns to Congress, does it not? 

Mr. Wiuxen. That is right, but you would still have some trade 
agreement hanging over to you for some time. 

Senator Matonr. That is true unless the President, through proc- 
lamation, asks that it be continued. But the first move would be to 
ask that it expire, let the Trade Agreements Act expire and revert 
to the Congress. 

Mr. Wirken. Either that or to have Congress write in very specific 
mandatory regulations as to how it is to be administered. 

Senator Matonr. Have they not tried that? 

Mr. Wirxen. Not to a great extent. 

Senator Martone. As long as that political factor can be injected 
into the setup by an executive, how would it work ? 

Mr. Witxen. No matter how you handle it, whether you have a 
Tariff Commission or whether you have some other kind ‘of commis- 
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sion, if you have the board and trade authority that you mentioned a 
while ago, you have to put administrative details in the hands of 
somebody. 

Senator Martone. But you have to do it on principle. 

Mr. Wirken. That is right, but Congress should write that prin- 
ciple and make it absolute and definite. 

Senator Matonr. What do you think it ought to be, fair and reason- 
able competition and the economic factor the only thing to be con- 
sidered ¢ 

Mr. Wiixen. That is right. 

Senator Mavone. I think you are very clear in your testimony and 
I appreciate having you here. 

Mr. Wiiken. You have a very positive thing in producing some- 
thing, whether it is copper or something else. Arithmetic does not 
leave any questions and answers about what it is costing you. You 
cannot theorize about it. Maybe it should only be 28 cents for copper 
or 30 cents. That cost is a positive thing. 

Senator Martone. The Tariff Commission as now setup, if the re- 
sponsibility reverted as we have just discussed, they have all the 
authority they need to determine what factors affect that cost 
they not? 

Mr. WitkeNn. That is right. But I think the thing you need more 
than anything else, you need a program of rather broad education in 
the United States on this subject because the American people have 
been led to believe that some way or other in a great, mysterious way, 
we can get something for nothing from other countries and buy it 
cheap. 

Senator Martone. [ still stick to my horse story, you are going to pay 
for what you get in the long run. As I understand what you are 
saying, you have gone probably a little farther afield than the com- 
mittee will go, they are only charged with the responsibility of recom- 
mending to the Senate the principles that they believe will result in a 
maximum production in this Nation and the availability of these 
materials in time of war. 

And, of course, then the transportation lines are part of it and we 
intend to have some expert testimony from the Department of De- 
fense on what lines they think they can keep open. Many believe 
that it will be problematical that we get anything from 
Asia in the event of war. 

If I understand you, while you do agree on this parity price as an 
addition to it, nevertheless you believe that the C ongress should allow 
that 1934 Trade Agreements Act to expire, to assume their constitu- 
tional authority to. regulate foreign trade through imposts, excises, 
and tax as we customarily refer to them and take full re sponsibility ; 
and, in your opinion, it should be done on fair trade and not free trade, 
say a basis of fair and reasonable competition. 

o I understand you correctly ? 

Mr. Wixen. I don’t think there is any problem, particularly about 
finding a fair cost for any industry in the United States because our 
Government does have a very good set of records. 
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DROP IN EMPLOYMENT IN THE MINING INDUSTRY 


Now I have forgotten one tabulation I have made here that I think 
might be of interest to you. That is in regard to the employment 
in mining. 

From 1929 to 1952 the employment in the United States increased 
51 percent. That is overall. During that same period we actually 
had a decrease of 19 percent in employment in mining as compared 
to 51 percent increase in total employment in the United States. 

Assuming that the mining industry had the same average efficiency 
of per man production as the averages throughout the United States, 
we only have about 55 percent of the number of workers in our min- 
ing industry that we ought to have to produce the same relative mining 
raw materials for industry that were produced in 1929. 

Senator Martone. You think it definitely affects employment? 

Mr. Wixxken. I think this employment record is a very clear indi- 
cation that it has not operated in favor of the mining industry. 

Senator Martone. It will be accepted and made a part of the record 
at this point and part of your testimony. 

(The information referred to is as follows :) 








Employment 
Soditeecitthishbiiote lala laleecapraiabaa tid lMleedes — as ‘ 
| Percent 

| 1929 1952 increase (+) or 

| decrease (—) 
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Total United States employment. _._...............--.--- 37, 000, 000 56, 000, 000 +51 
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1(—) Employment in mining in October 1953. 


Norgr.—Assuming the same increase in mining employment as compared to the increase in total employ- 
ment, we should have 1,499,000 workers in the mining industry at the present time. Presentemployment 
is approximately 54 percent below a normal expansion in line with our economic growth. 


Senator Matonr. What farm products can receive price protection 
as the result of import fees as an indirect price support? 

Mr. WitKen. Our farm production must be divided into two parts: 
(a) annual crops, (0) processed products such as meat, fats and 
oils, etc. 

Direct price supports or credit extension is required to protect the 
price of our annually produced crops. Following harvest seasons, 
we must have a 12 months’ carryover and if we are to have a reserve 
to protect against drought, etc., we must carry 15 to 18 months’ sup- 
ply. Twelve principal storable crops utilize about 94 percent of our 
harvested acreage. 

A tariff or import fee at the parity level or American cost level on 
all products produced or processed from these crops would in my 
opinion adequately protect the price of other farm products. 

A tariff at the American cost level will not be adequate to maintain 
a proper price level on our annually produced crops. On the other 
hand, a price support on our basic crops cannot maintain our Amer- 
ican price level without tariffs or import fees on products processed 
from these crops. 

For example, a price support on corn cannot be effective unless an 
indirect price support in the form of an import fee protects the price 
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of meat, hides, fats and oils, and so forth. A price support on cotton 
must be protected by import fees on textile products. 

Senator Matone. How can we best expand our foreign trade? 

Mr. WiKEN. We have to maintain our price level ‘and income at 
a prosperous level thus creating the maximum need for imports. 
Second, to pay a comparable price for imports. 

For example, in 1953 our payments to other nations for coffee were 
$843 million higher than in the year 1948. Prior to 1948 we had been 
underpaying coffee nations and in so doing we failed to create the dol- 
lar exchange to buy our products. 

To encourage a higher price for imports our tariffs and import fees 
should be on a flexible basis. If import prices for any product are 
at the American cost level, the tariff or import fee should be auto- 
matically reduced to zero. Such a trade policy would offer every 
incentive to the world to adjust prices upward to the American level. 

A policy of tariff reduction without a safeguard for our American 
price level will force our own income downward thus destroying both 
our domestic and our foreign trade volume. 

Senator Martone. We are very happy to have you appear before us, 
Mr. Wilken and if you have any further ideas you think will be help- 
ful will you submit us a further brief? 

Mr. WrKeNn. I think if the Senator makes that complete report 
available to the Members of Congress I will see you get one. 

The exhibits I have given you are nothing more “than the copy of 
the record of the United States Government. 

Senator Matone. Thank you very much. 

Senator Matonr. Now we have Dr. Lewis E. Lloyd, chief statisti- 
cian of Dow Chemical Co., from Midland, Mich. 

Dr. Lloyd, will you come forward. 

Dr. Lloyd was not present this morning when Mr. Tyrone Gillespie 
appeared, 

I wanted to say to you, Dr. Lloyd, that Mr. Gillespie made a very 
good witness before this subcommittee. 


STATEMENT OF LEWIS E. LLOYD, CHIEF STATISTICIAN, DOW 
CHEMICAL CO., MIDLAND, MICH. 


Dr. Luoyp. I am sure he was. 

Senator Matone. We discussed your appearance and we have re- 
ceived your brief. I am very glad that you are here to present it in 
person. 

Dr. Luoyp. I am Lewis E. Lloyd, chief statistician of the Dow 
Chemical Co. 

First of all, I want to apologize for not being here. Weather and 
engine trouble on airplanes and a few other things like that really 
threw me off schedule. 

Senator Matone. We appreciate that you are here now. 


ESSENTIALITY OF THE CHEMICAL INDUSTRY 


Dr. Luoyp. Mr. Chairman, we are glad to discuss with you. this 
problem of essentiality of the chemical industry because we concur 
with you in the realization that nothing is probably more important to 
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the well being of this nation than the insurance of adequate supplies 
right here in the United States of the basic materials for both our 
peacetime economy and for successful military defense. 

While our statement must, of course, be presumed to represent only 
the position of The Dow Chemical Company, we believe our ex- 
perience and position is characteristic of the chemical industry as a 
whole because we produce both organic and inorganic chemicals and 
our production includes both mass produced low cost chemicals and 
highly refined specialized chemicals. 

We feel we can best explain the importance of the chemical industry 
to the national economy and to defense by answering three questions: 

1. How important is the chemical industry ¢ 

2. What is the nature of the chemical industry ? 

3. What must be done to preserve a strong American chemical 
industry ¢ 

We can best indicate the importance of the chemical industry by 
showing its basic interrelation to the whole American economy and, 
secondly, by showing its importance to the military in wartime. 

The chemical industry is a processing industry which upgrades basic 
raw materials by converting them into products essential for wide in- 
dustrial use. There is no major industry which does not rely on 
chemicals as raw materials. 

There is attached to my report a table which lists 16 major indus- 
tries and shows their 1947 consumption of chemicals. Only 3 of them 
used less than $100 million worth of chemicals. Others used larger 
quantities of chemicals up to $1,450 million for food and kindred 
products. 


VERSATILITY OF CHEMICALS 


The importance of chemicals can be further illustrated by the 
fact that no less than 256 different chemicals are used directly and 
indirectly in the production of an automobile (Chemical Problems of 
the Automobile Industry, C. L. MeCuen, October 1950), or by the fact 
that a well-known chemical like aniline is required as an intermediate 
in the production of hundreds of more complex compounds which are 
used in such widely different applications as dyes, synthetic rubber, 
explosives, and medicinals. Chemicals are used so widely in all in- 
dustries that it would be hard to exaggerate their importance. A 
sound peacetime American economy requires a strong, healthy, grow- 
ing chemical industry. 


CHEMICAL BASIC TO NATIONAL DEFENSE 


Since chemicals are so widely used throughout industry in 
peacetime, it is not surprising that they were found extremely essen- 
tial to military operations in World War II. More than 3,000 chemi- 
cals were involved in the WPB program; and although chemical 
plants were expanded 300 percent to meet wartime needs, more than 
200 chemical products were under allocation and supplied only for 
military and Sefetiss supporting needs. 

Studies have shown that as many as 200 chemicals were used in 
the manufacture of an airplane, and 1,000 different chemicals for 
construction and servicing of a battleship. Chemicals were required 
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for plastic helmets, for uniforms, for drugs and pharmaceuticals, for 
waterproofing of clothing and equipment, for soaps and detergents, 
for water purification, and for a long list of other materiel. The 
Chemical Corps alone purchased more than $150 million worth of 300 
different chemicals, exclusive of heavy tonnage items and explosives. 

<xplosives, of course, are a major military requirement. More than 
19 different chemicals were used during World War II to make 7 
major and other minor explosives, detonators, primers, and propel- 
lants. 


CHEMICAL INDUSTRY’S RELATIONSHIP TO THE DEVELOPMENT OF THE 
ATOMIC BOMB 


This does not include, of course, the outstanding explosive, the 
atomic bomb, the development of which drew heavily on the chemical 
industry and constitutes an outstanding achievement by itself. With- 
out the experience, skill, and know-how of the chemical industry, 
atomic energy could not have become a reality. 

Those facts will show the importance of the chemical industry; but 
let me recount more specifically the part we know best, Dow’s contri- 
bution to the war effort. 

Most of our production during World War II was for the war effort. 
For example, in the month of May 1944, products representing 68.7 
percent of our sales had a priority rating of AA4 or better. In fact, 
621% percent had a rating of AA1 or better. Other sales included large 
quantities of essential products such as caustic soda, calcium chlo- 
ride, and the like, which were not under WPB regulations, as well as 
substantial tonnages of agricultural chemicals, pharmaceuticals, 
germicides, and fungicides. 

During the war Dow built and operated for the Government 4 mag- 
nesium plants and 3 styrene plants, including a plant for the Canadian 
Government. The styrene was required for synthetic rubber and the 
magnesium for military equipment, tracer bullets, and other uses. 

In all, Dow had 33 management personnel on wartime committees 
and councils. More than 125 key technical personnel, graduate engi- 
nees with accumulated experience, devoted their time to projects ini- 
tiated because of war demand. An additional 250 technical graduate 
engineers were involved in design work for wartime facilities. 

Also, the equivalent of about 75 highly skilled full-time specialists, 
such as members of the spectroscopy, analytical, organic, physical, 
and biochem laboratories worked on Government projects. 

This will give some indication of how the chemical industry played 
its part and was called upon during the wartime effort. 


SYNTHETICS AND PLASTICS 


Now, as to the nature of the chemical industry, the chemical in- 
dustry’ is a process industry. It is one of our very basic industries. 
You have heard how certain plastics are made from coal, air, and 
water. This is characteristic of the modern chemical industry, which 
is based largely on such common raw materials. It upgrades them 
into important items of commerce. Most of the important chemical 
raw materials are found widely distributed on the earth’s surface. 

39888—54—pt. 1027 
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The scarce and valuable ingredient in the chemical industry is the 
skill—the know-how, which converts these abundant raw materials 
into useful products. 


CONVERSIONS OF NATURAL RESOURCES 


The American chemical industry is well supplied with such basic 
raw materials as: 1. Coal, for coal-tar products; 2. Petroleum, for 
hydrocarbon chemicals; 3. Natural gas, for ethylene, and acetylene 
and their derivatives; 4. Sea water for magnesium and bromine; 
5. Salt, for the production of chlorine and caustic soda and their many 
derivatives; 6. Limestone for lime; 7. Sulfur for sulfuric acid. 

Other raw materials consist of minerals and metals, most of which 

can be obtained in ample supply if American producers are encouraged 

to develop American deposits. They include a long list of products, 
such as zine, and titanium for pigments and chemicals; phosphates 
for fertilizers, rust-proofing, et cetera, lead for paints, batteries, and 
leaded gasoline, as well as many others. 


CHEMICAL PROCESS IN THE RECOVERY OF METALS 


In its role as a processing industry, chemical production not only 
requires many American minerals, but also aids in their recovery by 
furnishing flotation and frothing agents and by chemicals and proc- 
esses for recovery and refining of metals from their ores. 


GROWTH OF AN INFANT INDUSTRY 


The chemical industry is a young and growing industry. Much 
has been said about tariff protection of infant industries. If the 
chemical industry has passed beyond the stage of infancy, it is surely 
not yet adolescent. The synthetic-chemical industry is growing at 
the rate of about 10 percent per year, whereas all industry, including 
the chemical industry, is currently growing only between 2 and 3 per- 
cent per year. 

Moreover, many of the important chemical products of today were 
discovered only yesterday. Many major chemical companies find that 
50 or 60 percent of their current sales are from new products devel- 
oped within the last 10 or 15 years. New products, even new classes 
of products, are being discovered and put into industrial application 
every year by the chemical industry. It is still a young industry. 

This rapid growth of the chemical industry results solely from the 
fact that chemical manufacturers have invested heavily in research 
and that investors have been willing to supply the capital for the rapid 
expansion of the industry. 


RAPID OBSOLESCENSE OF CAPITAL ASSETS 


One of the byproducts of our extensive research and rapid expan- 
sion is the rapid obsolescence of plants. For example, in the case of 
one of our major products which has been in commercial production 
for only 15 years, 3 complete processes have been obsoleted one after 
the other, and we are now using a fourth. 
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That means, of course, recovering the capital in short order in order 
to pay off these plants. 

So the chemical industry can be characterized as one that is growing 
rapidly, one which is changing rapidly, one in which extensive research 
is used to develop new products to fill our varied needs. Such an in- 
dustry requires adequate profits to support the high level of research 
and to attract the capital to build the facilities. 

Incidentally, rapid growth has an indirect application on employ- 
ment. The chemical industry in its rapid growth uses a great deal 
of labor in the form of plant construction and equipment-construction 
employees. Just a rough approximation indicates that in the last few 
years our company has furnished employment to about as many people 
indirectly in constructing facilities as in the actual production of 
chemivals. 

So the growth is an important stimulant to the whole national 
economy. 


HOW TO INSURE A CONTINUING HEALTHY GROWTH OF THE AMERICAN 
CHEMICAL INDUSTRY 


Now, let us turn our attention to question 3, How can we assure a 
continuing healthy growth which will keep the American chemical 
industry an effective part of our national-defense potential ? 

Mr. Chairman, we feel that the surest way to keep our industry 
growing and dynamic would be to continue the conditions under which 
the industry has grown and has served the American economy so 
abundantly in the past. 

An important part of these conditions is our equalizing tariffs. 
I say equalizing tariffs because import duties on coal-tar chemicals 
were intended to equalize the difference between foreign costs and the 
American producers’ costs. At first American costs were high because 
small plants in the new chemical industry in this country were trying 
to compete with large established plants in Germany and England. 

In recent years, however, American costs are understandably high 
because of the difference in wage rates here as compared to those in 
foreign countries. 


UNITED STATES LABOR COST HIGHER THAN FOREIGN COUNTRIES 


It would be well to remind ourselves in speaking about wage rates 
that labor is the major cost in anything. As you well know, Mr. 
Chairman, the minerals in our own State are of little value as they 
lie in the ground as nature delivers them. It is only the application 
of labor and capital facilities in the mining, and in the recovery and 
refining of these products that make them valuable. 

Indeed, the cost of these products is little more than the labor that 
goes into them from the basic natural resources to the products as they 
are finished. 

In other words, merely the wages for all the direct labor and the 
wages for the capital facilities which in reality are indirect or stored 
labor, represent the total cost. 
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HIGH COST ON CAPITAL IMPROVEMENTS AND EXPANSION 


By way of a, when we build a chemical plant we find in the 
construction cost about 40 percent is direct construction labor. An- 
other 40 percent represents equipment we purchase. But that in turn 
is around three-fourths labor. And about 20 percent goes into the 
piping and installation costs of that sort. 

These, in turn, represent about three-quarters direct labor. So that 
there ends up about 75 percent direct labor in chemical plant con- 
struction costs and the rest of it is largely the cost of transportation 
and that sort of indirect cost, which also is largely labor. 

Comparisons showing the relative cost of labor in Germany, Eng- 
land, Switzerland, and Italy, some studies in fact which I am in the 
process of helping make, indicate that our labor cost in this country 
in the chemical industry run from 3 to 414 times the labor cost in these 
countries which I enumerated. 

Senator Martone. When will that study be completed ? 

Dr. Luoyp. I think it will be a month or so. 

Senator Martone. I wonder if you could make that study available 
to our subcommittee when it is completed. 

Dr. Luoyp. I think those data can be made available. 

(This data was not furnished at the time the hearings were printed ; 
when received, will be made a part of the committee files.) 

Senator Matone. Since we will be arriving at summary conclusions 
in January, if you can make the current information, even if not com- 
pleted, available, it will be helpful, I think. 

Dr. Lioyp. I will see if there is anything that will be worthwhile 
and valuable to you. 

Of course, if we included Japan, we would find that their wage 
rates would run roughly a tenth of ours. The labor cost cannot be 
fully assessed, of course, merely by comparing the wage rates. One 
must take into account productivity. A careful study of relative pro- 
ductivity in different countries has been made by Colin Clark, who is 
British Under Secretary of State for Labor and Industry. His find- 
ings were published in his book, The Condition of Economic Progress, 
published in 1951. 

Senator Matone. What is the title of his book ? 

Dr. Luoyp. The Conditions of Economic Progress. 

Senator Martone. Is it a book on the market ? 

Dr. Luoyp. Yes. His results showed, for example, that the aggre- 

ate or average productivity in Germany is about 50 percent of that 
in the United States and for England about 4914 percent. 


PROPORTIONATE PRODUCTIVITY 


If, for example, German productivity is one-half of ours, it means 
that they would have to have twice as many man-hours as we would 
for a given amount of production. But since their wage rates are 
approximately one-quarter as much as ours, then for this given pro- 
duction their total labor cost would be only one-half of ours. In other 
words, they would have a 2-to-1 labor cost advantage. 

Senator Martone. I want to ask you at that point if American 
machinery and tools and know-how is furnished to the German 
worker, is he still only 50 percent as productive as Americans? 





os, 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 405 


Dr. Luoyp. It is my opinion, as I will say later, that the real prob- 
lem involves the application of American capital and American know- 
how, coupled with these foreign low wages in which case you will get 
substantially the same productivity. 

Senator Martone. I am glad you are covering it because I happened 
to be in South Africa—I have been to almost all the nations of the 
world, I can always read statistics with a better understanding if I 
have seen the people at work. 

In South Africa where they are not very far up either for native 
labor, 20 years ago I had great opportunity to get concessions in man- 
ganese and chromite and any other material that they have there to 
mine. 

But I hear lots of talk in this country about our up-to-date 
machinery and our know-how, but I think from the looks of you and 
every other man in business that I have seen in 35 years in the engi- 
—— business, these don’t differ very much. I could have built just 
as good a mill for manganese and chromite in South Africa as I could 
in Nevada or Michigan, and taken a few superintendents and shifters 
out of those mining States over there and worked that forty-cent, or 
dollar-a-day labor on an assembly-line basis sorting ore. 

It might have taken 2 or 3 of them, to do the work of 1 Amer- 
ican laborer but you still would have $12 left per day. I think 
it is very well to make this clear, especially in view of the fact that 
our taxpayers’ money is being very liberally spent all over Europe 
and Africa to put in this kind of machinery and make our know-how 
available. 

Now, the point 4 program sounds good on paper, but people working 
for point 4, as a rule—this is not altogether true—are just not em- 
ployed, most of them, in a fast-moving industry. 

They may have technical information from knowledge, but not 
the hard-bitten experience in industry. 

We are hiding our heads in the sand on a lot of this theory, I think. 
Some of these Sacre we will wake up and find out that the Germans 
are working a litte harder and producing a little more with the same 
machinery and the same direction than you will produce right here. 
Do you not think so? 

Dr. Luoyp. Yes, I think that is right. I remember reading not so 
long ago that the Burroughs Co. transferred a plant from Detroit to 
Scotland and reported in about 3 months they had trained these 
former shipbuilders and coal miners to do the technical job of making 
adding machines quite satisfactorily. 

Senator Matone. On an assembly line there is practically nothing 
to learn except a one-piece operation. I am not talking about an 
engineer or designer that it takes several years to train. 

70 right ahead. I am sure you will make it clear, but your com- 
pany is in the business and these Scotsmen and Germans and English- 
men work just as hard. It is a question of tools and know-how. 

Dr. Lioyp. I was mentioning a while ago about the aggregate or 
average productivity. We think, considering the aggregate or average 
productivity can lead one astray, that there are industries which can, 
and many of them do, differ widely from the average in their pro- 
ductivity in different countries. 
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The chemical industry is a process industry, as we mentioned before, 
which uses complicated equipment and relatively low direct labor. 

Of course, the labor is in there in the cost of the plant. The 
German technicians have long been known for their skill in the design 
and peecertens of difficult chemical process equipment and processes. 
Neither they nor we consider that American producers have significant 
technical or productivity advantage. 

Senator Toaoes Are there not a lot of jobs in operating technical 
equipment. It is more or less a routine matter and can be learned 
and an operator can be an efficient operator of such machinery without 
having technical know-how to know just why the result is obtained ? 

Dr. Luoyp. That is right. What we need are the trained competent 
engineers, first, to design it, and then a trained technical manager 
who can direct the services of the operator. 

Senator Matone. Day before yesterday I attended a meeting down 
in the Department of Interior where they had picked out certain 
people, 15 or 20 people, for distinguished service awards. One of the 
was Dr. Wharton from the Bureau of Mines of Boulder City. He had 
worked out this matter of the use of magnesium in the manufacture, 
creation of titanium. It was a very complicated process, but he had 
made great advancement. 

I insisted that he be recognized and he was. But when I went 
through the Bureau of Mines I noticed a good many girls working on 
this complicated machine like I used to work up there in the mining 
mill. 

I asked these girls. They had no particular training, but they knew 
exactly how to record the results from these complicated machines set 
up by the engineers, and were not overpaid, they were just getting 
nominal wage. 

So it really is not very difficult to train a person to take care of a 
complicated machine, is it ? 

Dr. Lxoyp. It is not too difficult. The jobs can be broken down under 
the supervision of a trained engineer and broken into categories where 
a moderate amount of training can make a competent supervisor. 

Senator Matong. I think, Doctor, it is up to men like you to make it 
clear to the American public. Of course, I have been through the mill 
and where I would not understand a lot of things you do out there, I 
understand how you do it. But most people that Z not have that train- 
ing do not understand and it is very easy for people to lead them astray. 

We made a letter public from Dexter White not long ago to Morgen- 
thau in 1945; the war was still on, suggesting that for the next two 
decades we ship in our raw materials and especially from Russia, it was 
a great country. Then we made public a letter, a memorandum or 
release that the President of the United States had said when he signed 
the stockpile law, he signed it very reluctantly because he did not agree 
with the “Buy American clause” and he did not agree that we should get 
the materials here, and the policy of the administration was to get 
it abroad. 

Without knowing, he was following the White letter, but a lack of 
that very training and information allowed him to be led astray. 

That would be my conclusion. But he was convinced that we had 
to save the reserves, From what we know about it, in fact, every year 
we increase our reserves if it is profitable to mine them and search for 
new reserves. That meant nothing to him because nobody told him. 
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So, I think it is up to trained men like you to make your ideas clear 
and get them out to the public and then they can understand. 

Dr. Luoyp. We could highlight this point and the effectiveness of 
the German industry and what “they feel on the productivity, by com- 
ments I heard recently from a man in the chemical industry who 
recently returned from Germany, talked vo some high management 
people in the German companies over there. 


GERMANY’S POSITION IN THE CHEMICAL FIELD 


They told him that the German capacity for chemical production is 
today 178 percent of what it was prewar, that they figure in another 
5 years they will be back to their prewar position in the chemical 
industry and their prewar position in the chemical industry was that 
of chemical eminence. They were on top of the world, chemically 
speaking. 

Senator Martone. You are dealing with smart, hard-working peo- 
ple. To say they are not as productive as we are in any technical 
manner I think is just fooling ourselves. 

Our citizens do not have the information unless men like you make 
it available, but they overlook entirely what you have said earlier, and 
that is our technological developments every day. 

What is true today will not be true tomorrow. Someone said one 
time that any manufacturing or production firm of any magnitude 
if they neglect their laboratory work for 5 years they are out of busi- 
ness, and that is about right. 

Like titanium, for example, it is a new thing now and we have had 
some very exhaustive hearings, tomorrow something comes along to 
take the place of what you think you are dependent upon and the pic- 
ture has changed entirely, but only if it is profitable to find that thing. 

Is that what you are talking about? 


PRESENT TARIFF RATES TOO RIGID AND FRAUGHT WITH INEQUITIES 


Dr. Luoyp. We know of cases in the market place today where the 
Germans are able to pay the present duties and still lay down chemi- 
cal products in this country below the cost of production in this coun- 
try. 

Senator Matonr. Simply because there is no principle operating at 
this time for the adjustment of figures on the basis of fair and reason- 
able competition. The agreements have been made and manipula- 
tions of currency in that nation can nullify a treaty. 

Dr. Liuoyp. What we have been saying here about Germany can 
apply equally well to England, Switzerland, and Italy. 

Senator Matonre. What we forget is that all of these nations have 
sent men to our colleges. I was in Indonesia in 1948. If there was 
anyone in the world smarter than a few Indonesians that I have met 
there I have just not found them and I have been in almost every 
nation in the world and we forget that they are just as intelligent as 
we are. 

Your testimony interests me greatly because you understand your 
subject. 

Dr. Ixoyp. We were talking about low wages, giviny low-cost pvo- 
duction. Now, what will happen to American producers if we do not 
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maintain an equalizing tariff, if we go to this so-called free trade, 
removing tariffs or if we reduce the tariff level and in some cases 
maybe it has already been reduced to a level below which it repre- 
sents an equalizing tariff. 

Senator Martone. On the matter of trade agreements, they are not 
really trade agreements; they are agreements to lower tariffs and 
then they become static and they do not recognize any differences in 
the condition in either nation that you are describing. 

Dr. Luoyp. That is right. Well, there are a couple of things the 
American producer could do if these foreign products come in with- 
out the equalizing tariff. He might retain his price and lose his 
market directly because he would lose it pretty fast. 

That, of course, is unrealistic; he would not do that. What he will 
do is to reduce his price to meet the competition. In reducing his 
price he will lower his profits. 

Of course, he will keep operating to the point where he can get back 
his direct operating costs because oe already has his plant built. But 
if he loses his profits, the first thing that is hurt will be his research. 
He will cut back on his research expenditures. Then he will cut back 
on expansion. 

It is our belief that the very direct result of not having adequate 
tariff protection in the chemical industry will mean the rather abrupt 
cessation of growth in the industry. 


RELOCATION OF CHEMICAL INDUSTRY WEAKENS OUR DEFENSE 


It does not mean necessarily that American manufacturers of chemi- 
cals would go out of business because, as I mentioned a bit ago, if 


there were no tariff or adequate tariff protection here they could place 
their plants outside of the United States where they could get the low 
labor coupled with their know-how and their capital, import the prod- 
uct back into the country and operate successfully, which would, of 
course, put us back in the position we were in before World War I in 
which our chemical supplies came from foreign countries. 

Senator Martone. Is not there another ‘hing it does, too, that when 


you cut back your research there you do not keep up with the trend 
of the times and, further, you gradually lower your standard of living 
here to the world standard. 

Dr. Luoyp. I think that would follow. 

Senator Matonr. Your unemployment would bring that about, 
after your unemployment insurance and taxpayers’ money had run out. 

So with 1 industry going over there, or 2 or 3 or 4, would make 
very little difference, but if that is your policy, the first thing you 
know we are back where we started from maybe 100 years ago. 

Dr. Luoyp. We think you have to go further than merely maintain- 
ing equalizing tariffs on chemicals. We think that our users’ products 
must be protected also with an equalizing tariff. 

For example, if a plastic molder in Europe, using low wages over 
there, and getting low-cost plastic ee ee over there, makes 
a product which could come in duty free, he would put the American 
molder out of business and then there would be no American market 
for plastic and the chemicals that went into plastics in this country. 

Senator Matong. You are voicing a principle there that is funda- 
mental in my opinion. I am only speaking for one Senator in the 
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United States. I will give you two illustrations of the opposite point 
of view. 

The brass people using copper as raw material, which is 75 or 80 
percent of the raw material, come down here and they in combination 
with many other people were able to extend free trade on copper. 

Most of it was coming from South America but now much of it 
comes from South Africa; this cireumstance makes us become depend- 
ent on offshuve areas in the time of an emergency. Evidence has been 
furnished the committee that you can’t get much of it in the event 
of war. 

In another case there is free trade on wool and it comes from 
Austrialia, we can’t be sure of it in case of war. 

So that is a very consistent position that you are taking. 


FREE TRADERS ARE THEORISTS 


Dr. Lioyp. Of course, what the free trader fails to take into account 
is the fact that the economic theory of free trade, and it is a theory, 
is based on the supposition, the main premise, that all other things 
are equal, wages, government regulations, currency, all other things 
are equal and, of course, in a real world they are not equal. 

Senator Martone. Of course, they would become equal if you do 
that long enough. 

Dr. Luoyp. That is right, and in our case by lowering wage rates 
and standard of living. 

Senator Matone. That is what many of us believe. Of course, as 
far as I am concerned, and there may be evidence developed here that 
will change my mind, but I have seen none here and we are trying 
to get both sides that we can’t really be for free trade and be against 
free immigration because if we bring in the product of the cheap labor 
you might as well bring in the cheap labor. 

It might be better to do that because they would be educated on 
our standard and maybe demand higher standards. 

Dr. Luoyp. Yes, I think a technical economic analysis would show 
the soundness of that. 

As I said a while ago, if you have the freedom of movement of 
goods you must have freedom of capital and labor. 

I really have nothing more than a brief summary which I wrote 
down. 

Senator Matone. I like to hear you talk. You thought it out 
yourself and you know your business. 

Dr. Luoyp. In answering these three vital questions we find, first, 
that the chemical industry is one of our most basic industries. Its 
products are vital to all other American industries and it is truly 
one of the cornerstones of defense in military preparedness. 

Secondly, the chemical industry is young; it is still growing rapidly. 

Moreover, it requires high apparent income to support the exten- 
sive research, the rapid obsolescence, and fast growth in the industry. 

Third, unrestricted imports of chemicals from low-wage countries 
would cut short further growth in the industry. In fact, it would be 
the death knell of the industry in that if the industry did not advance 
it would slip back relatively and become a weak, dying industry. 
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When that time came we would again have to depend on foreign 
sources for chemicals which are absolutely essential for any successful 
military defense. 

That, I think, sums up pretty generally our feelings and belief 
about the effect of elimination of tariffs in our industry. 

Senator Matonr. You have gone through two world wars after 
you really were in business, World War II and the police action, or 
whatever you call this third one we had. 

So you have had the experience of being called on for increase chem- 
ical production. 

Dr. Lioyp. Yes, and being able to have the technical manpower to 
throw into the problems of development. 

Senator Matone. Is that not one of the problems, whether it is in 
mining or machine tool production, or chemical production, where a 
high type of labor is required, that once you loose that labor it takes 
considerable time to train such labor? 

Dr. Luoyp. We think that is really the key problem. As somebody 
has said, you cannot mothball brains. We do not think you can safely 
mothball a plant ; it becomes obsolete also. 

But you especially cannot mothball brains. If you do not keep devel- 
oping the ollieeivebies they get away from you and we don’t keep 
current. 

Senator Matong. Any engineer in any branch of the profession, if 
he is out 5 years, he is out of business until he catches up. 

Dr. Luoyp. That is right. 

Senator Martone. You mentioned titanium. We have gone into that 
titanium situation rather exhaustively because we thought there was a 
great demand for national defense and we were not producing very 
much. We are using a kroll process, everybody hoping and workin 
that a new process will put it out of business and they probably will 
Therefore, there is a little clause in the contracts to protect the com- 
panies, that if any obsolescence occurs on account of new processes that 
it is the Government’s loss, which I think is proper, because it is neces- 
sary. That is what you mean, there are continually new processes and 
if there is not our whole industry is obsolete. 

Dr. Luoyp. That is right. 

Senator Matone. If I understood you, what you would like to see is 
protection on individual products in these industries on some fair- 
trade basis. 

Dr. Luoyp. That is right. 

Senator Marone. Fair and reasonable competition, based on differ- 
entials in cost of production. 


HOW TO KEEP THE DOMESTIC CHEMICAL INDUSTRY STRONG 


Dr. Lioyp. One way would equalize the cost which results from a 
difference in labor wage rate. We are not asking for protection; we 
would not be interested in protection which permitted an obsolete 
process or obsolete operation in this country to be protected against a 
modern up-to-date process somewhere else. 

We would take the risk of keeping modern and keeping competitive 
if we were on a fair basis, wage-ratewise. 

Senator Matong. I think that is a fair statement. 
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Now, to pinpoint this thing Congress is going to have presented to 
it a proble m as to whether to continue the present basis of regulation 
through trade agreements. In 1934 the Congress transferred its own 
constitutional responsibility to lay and collect duties, imposts and ex- 
cises, and to regulate foreign commerce, foreign trade, to the executive 
for 3 years and it has been periodically extended for 3 years until 
1951 it was extended for 2 years, and this year, 1 year. It expires on 
June 12, 1954. You know how the trade agreements are being handled 
at the present time. 

Dr. Luoyp. Yes, approximately. 

Senator Matone. As long as Congress was doing its job through the 
Tariff Commission, it was on an economic basis, a differential in cost. 
But in the Trade Agreement Act, so-called, they engendered a politi- 
cal factor. 

The State Department can judge whether it is an overall good thing. 
The State Department can trade an industry or some market for some- 
body else ; it is in their judgment. 

Now if Congress does not extend that beyond that date by an act 
of Congress, it will expire and autom: tically revert to the Tariff 
Commission Act on this basis. 

Trade agreements already made, however, are in nowise disturbed 
unless the President of the United States should serve notice or the 
head of the country having the agreement would serve notice of 6 
months’ cancellation. 

What do you think the Congress should do in this regard ? 


RECOMMENDS REVERSION TO CONGRESS THE TARIFF FIXING 
RESPONSIBILITIES 


Dr. Luoyp. It is my personal feeling, and I believe I ee the 
sentiment of my company, when I say we feel it should be back in the 
hands of the Congress. We would like to see the Tariff Commission 
controlling the tariff rates rather than the State Department. 

Senator Martone. Take the political factor out of it and do it on an 
economical basis. 

Dr. Luoyp. Yes. 

Senator Martone. You are not afraid of competition in this coun- 
try? 

Dr. Luoyp. No. 

Senator Martone. You are not afraid of competition on any product 
that comes in on the basis of your labor and taxes? 

Dr. Luoyp. That is right. 

Senator Matonr. I think that is very clear and very plain and is 
very helpful to the subcommittee. 

Doctor, I want to congratulate you on your approach to these prob- 
lems. 

Dr. Luoyp. Thank you. I will have a statement about the first of 
the week that I can present to your committee, Mr. Chairman. 

(This data was not furnished at the time the hearings were printed ; 
when received, will be made a part of the committee files. ) 

Senator Martone. Will you mail it tous? Just mail it to the chair- 
man of the committee, Senate Office Building. 
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If at any time you have further information which you feel will be 
helpful to the committee, I hope you will not stand back on sending it 
direct to the committee. 

Dr. Luoyp. Thank you. 

Senator Maton. Now, for the record, I offer a telegram addressed 
to Mr. Alderman, our counsel, signed Jay Kasler, board chairman of 
the Free Sewing Machine Co. 

That will be submitted as part of the record as Mr. Kasler’s state- 
ment. 

(The material referred to is as follows:) 


RockForpD, Itu., December 10, 1958. 
Mr. ADLERMAN, 


Care of Senator Malone, Senate Office Building, Washington, D. C.: 


Unable to appear this week to testify before your committee. However, I wish 
to state that our company, established 1870, employed excess 2,500 people until 
1953. Because of unfair competition of foreign-made (principally Japanese) 
sewing machines we closed one of our plants employing approximately 1,000 
people. The import duty on sewing machines of 10 percent is only a small frac- 
tion of what the difference in labor cost between Japan and United States should 
be. In our opinion it would be wise to place a duty between 40 percent and 50 
percent on foreign-made sewing machines plus some sort of a quantity restriction 
that would prevent foreign manufacturers from using the American market as a 
dumping ground. For 33 years prior to 1948 total imports of sewing machines 
from foreign countries averaged $258,000 per year. During the last 6 years im- 
ports of sewing machines having increased until in the calendar year 1953 it is 
estimated that imports of sewing machines will be more that $25 million. During 
the month of October 1953 alone imports from Japan aggregated 90,000 units. 

The closing of our plant will reduce the country’s defense manufacturing po- 
tential. We were prime contracts for the Army and Navy during World War 
II and during Korean War, manufacturing depth charge pistols, fuzes, and firing 
devices and performing classified engineering work. We urge, before it is too 
late, that you give careful consideration to the establishment of realistic tariff 
rates which will prevent the distintegration of various industries in the United 
States and the consequent reduction of the country’s defense manufacturing po- 
tential plus unemployment to a degree that will become dangerous to our eco- 
nomic and political way of life. 

Jay KASLER, 
Board Chairman, Free Sewing Machine Co. 


Senator Matone. Thank you very much, Doctor, for appearing be- 
fore the committee. 

Dr. Lioyp. Thank you, Mr. Chairman. 

Senator Matons. The committee will now stand in recess, until 2 
p. m., tomorrow, when Mr. Ralph Demmler, of the Securities and Ex- 
change Commission, will appear before the committee. 

(Thereupon, at 5:30 p. m., the committee recessed, to reconvene at 
2 p. m., Friday, December 11, 1953.) 
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STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


FRIDAY, DECEMBER 11, 1953 


Untrep Srates SENATE, 
SPECIAL SUBCOMMITTEE ON MINERALS, MATERIALS, 
AND Furts EcoNoMICS, OF THE 
ComMMITTEE ON INTERIOR AND INsuLAR AFFAIRS, 
Washington, D. C. 

The subcommittee met at 2:15 p. m., pursuant to recess, in the 
committee room, 224 Senate Office Building, Senator George W. 
Malone (chairman of the subcommittee) presiding. 

Present: Senator George W. Malone, Nevada (chairman of the 
subcommittee) : 

Present also: Jerome S. Adlerman, counsel to the subcommittee, 
and George B. Holderer, subcommittee engineer. 

Senator Martone. The subcommittee will be in order. 

We have today Mr. Ralph H. Demmler, Chairman of the Securities 
and Exchange Commission, who we hope will give some information 
that may be helpful in the determination of how the Securities and 
Exchange Commission operates. 

Under Senate Resolution 143, this committee is authorized and 
directed : 

(1) To make a full and complete investigation and study of the 
accessibility of critical raw materials to the United States during a 
time of war. 

(2) To study and recommend methods of encouraging develop- 
ments to assure the availability of supplies of such critical raw mate- 
rials adequate for the expanding economy and the security of the 
United States. 

It is an established fact that in years gone by, prospectors and 
wildcatters have not only kept the Nation nea with sufficient 
reserves of minerals and petroleum but have materially increased 
these reserves. It is well known and recognized that these prospectors 
and wildcatters, by speculative drilling and digging in areas where 
engineers and geologists often have said minerals and petroleum did 
not exist, have made important discoveries in both fields which have 
materially increased the self-sufficiency of this Nation. 

During the course of the committee’s investigations, general objec- 
tion has been noted and complaints have been received that various 
administrative interpretations by the Securities and Exchange Com- 
mission of the Securities Act of 1933, and the Securities Exchange 
Act of 1934, have retarded domestic production of strategic and criti- 
cal minerals and fuels. It is alleged that these administrative deci- 
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sions have hamstrung many speculative ventures by such prospectors 
and wildcatters and businessmen of the Nation. 

For example, in the approval of stock issues for venture capital, in 
the mining and petroleum fields, it was stated that there were and are 
undue delays in arriving at a decision in regard to the proposed opera- 
tions and ventures, which by their very nature must be speculative. 
Again, these administrative determinations are alleged to go far 
beyond the intention of Congress as expressed in the 1933 and 1934 
acts in determining feasibility of the proposed investment. Most peo- 
ple believe that the function of any regulatory body, whether State or 
national, is to determine whether any misrepresentations have been 
made as to the assets or plans of the venture on which the sale of stock 
is based, and the honesty and integrity of the operations in carrying 
out the venture. 


THE POSITION OF THE SECURITIES AND EXCHANGE COMMISSION IN THE 
MINING FIELD 


There must be disclosure of material facts which the average 
investor should have to enable him to exercise intelligent judgment on 
each security issue. The feasibility of the project should be left to the 
investor, many believe, and the Securities and Exchange Commission 
should not pn doe nat its judgment for that of the investor. Among 
other complaints there has been charge of an unreasonable delay in 
approval of securities flotation. In small-scale ventures such delays 
eat up working capital and discourage venture capital. 

Also, the sane is made that in the investigations of proposed 
stock issues, often these investigations are announced before a real 
foundation is determined for such investigation, and of course, as is 
well known, once a venture capital stock issue is under investigation, 
there is no more stock sold, regardless of the result of the investiga- 
tion. 

We would appreciate receiving a statement from you as to how the 
Securities and Exchange Commission has encouraged the investment 
of risk capital in the domestic mining and petroleum fields and in 
other venture capital fields so the availability and accessibility of sup- 
dlies of these critical materials will be assured, not only in time of war, 
but also for the expanding economy of the United States. 

Mr. Demmler, we are mighty glad to have you down here. We know 
that you are relatively new on the job. Will you identify yourself for 
the purpose of the record, and make any statement you care to make? 

First, I want to assure you that this is no venture into any field to 
destroy anyone or to make an issue of anything. We expect to be 
helpful. With that understanding, you go right ahead, and maybe we 
will have some questions to ask you before you get through. 


STATEMENT OF RALPH H. DEMMLER, CHAIRMAN, SECURITIES AND 
EXCHANGE COMMISSION, ACCOMPANIED BY BYRON D. WOOD- 
SIDE, DIRECTOR, DIVISION OF CORPORATION FINANCE; AND 
EDWARD T. TAIT, EXECUTIVE ASSISTANT TO THE CHAIRMAN 


Commissioner Demmuer. Thank you very much, Mr. Chairman. 
I might say that except for my appearance before the Banking and 
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Currency Committee on the occasion of my confirmation, this is my 
maiden voyage. 

Senator Matoner. I am sure this will not be an unhappy one. This 
committee is charged with a certain responsibility and it is with this 
in mind that we call you to give the Securities and Exchange Commis- 
sion’s side of the story on the financing of mining operations through 
the sale of stock. 

Commissioner Demmuer. Mr. Chairman, I understand that your 
subcommittee in discharging its responsibilities under Senate Resolu- 
tion 143 wishes to consider the functions of the Securities and Exchange 
Commission as they relate to the financing of business enterprises 
engaged in the exploration for and development of our mineral 
resources. Some concern has been expressed that the legislation admin- 
istered by the Commission or the Commission’s practices may unduly 
hamper the flow of venture capital into this field. It has been sug- 
gested that the Commission’s practices in administration of the Secur- 
ities Act of 1933 are not consistent with the terms of the act itself. 

The present Commission is a new Commission in the sense that 3 of 
our 5 members were appointed in the summer of 1953. I can state this 
afternoon only my own general views with respect to our administra- 
tion of the Securities Act. I cannot attempt on short notice to discuss 
competently the administration of the act during the past 20 years or 
its effect on any particular industry. I am familiar, however, with the 
problems mentioned, based on my limited recent experience as Chair- 
man and on experience gained as a practicing lawyer specializing over 
the last 10 years in corporate matters. 


NECESSITY OF NEW VENTURE CAPITAL 


First, let me assure you that none of us at the Commission need be 
persuaded of the importance of an easy flow of capital, including ven- 
ture capital, to meet the demands of industry. We at the Commission 
think, however, that sensible and alert administration of the Securities 
Act is not incompatible with the raising of adequate capital; in fact our 
activities, to the extent that they prevent fraud and abuse, facilitate 
that process. After all, in the long run, the confidence of investors pro- 
moted by the Securities Act stimulates willingness to invest. 


RESPONSIBILITIES OF THE SECURITIES EXCHANGE COMMISSION 


As you know, the Securities Act is the basic Federal legislation gov- 
erning the sale of securities to the public. Its purpose is to provide full 
and fair disclosure of the character of securities sold in interstate and 
foreign commerce and through the mails and to prevent fraud. It is 
not a regulatory statute in the sense that the Commission has any power 
to determine that a particular security can or cannot be offered. The 
Commission does not pass upon the merits of any security or the feasi- 
bility of any enterprise offering securities for public sale. It is unlaw- 
ful to represent that the Commission has passed upon the merits of a 
security, and I might add that I would not have taken the job that I 
have if the Commission were required to pass upon the merits of a 
security. 

In requiring the disclosure of significant information concerning a 
security and its issuer, the act is flexible. It specifically gives the Com- 
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mission authority to adapt the requirements as to the information to 
be included in a registration statement to fit the situations of different 
types of enterprises. Pursuant to this authority, the Commission has 
provided simplified forms for the use of newly created mining corpora- 
tions. It has adopted a simplified form, form S-3, for mining com- 
panies in the promotional stage and an even simpler form, S—11, for 
exploratory mining companies without any proven or probable 
reserves. 


REGISTRATION REQUIREMENTS 


Furthermore, section 3 (b) of the act gives the Commission authority 
to issue regulations exempting from registration, subject to appro- 
priate terms and conditions, offerings not exceeding $300,000 in amount 
within 1 year. Pursuant to this provision of the act the Commission 
has adopted several regulations, the most important of which is so- 
called regulation A, which provides for the use of a simple offering 
circular. 

I may say at this point that the Commission intends to recommend 
to the Executive Office of the President that an amendment to the act 
be submitted to the Congress which will permit an increase of the ex- 
emption to $500,000. Enactment by the Congress of such an amend- 
ment should eliminate the burden of registration of many offerings. 

The present Commission is reviewing its requirements and has 
initiated a number of projects looking toward simplification. We 
will review requirements which affect the mining industry and con- 
sider the possibility of revision. As I mentioned before, we believe 
that any requirement adopted by Commission regulation which is not 
ane to the protection of the public should be eliminated or modi- 

ed. 

It is sometimes suggested that the costs of registration are so bur- 
densome as to constitute a deterrent to the raising of capital. In this 
connection, I call to your attention the results of studies made by the 
Commission’s staff which indicate that the costs directly or indirectly 
attributable to régistration constitute only a very minor fraction of 
the total costs of a public offering of securities. 

For the fiscal year ended June 30, 1953, securities registered with 
the Commission for cash sale for the account of issuers in the extrac- 
tive industries totaled $96,199,000. The total cost of flotation of these 
offerings was $11,768,000. $9,978,000 of this cost, or 85 percent, con- 
sisted of commission and discount. This element of the cost of flota- 
tion is not, of course, affected by registration. Only 15 percent of the 
total cost, or 1.86 percent of the proceeds of the sale of these securi- 
ties consisted of expenses, some part of which can be charged to the 
cost of registration. Included within these expenses are such items 
as transfer agents’ fees, Federal revenue stamp taxes, and State fees 
and taxes, no part of which is affected by registration. 

The figures I have just given apply to security offerings of all sizes. 
In the case of small offerings, it is equally true that commission and 
discount is by far the largest element in the cost of flotation. A study 
has been made of all offerings of common stock registered with the 
Commission for cash sale to the public through investment bankers 
in the years 1945-49. For offerings of common stock in these years, 
ranging in size from $500,000 to $1 million, commission and discount 
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amounted to 15 Poor of the proceeds of sale, and other expenses 
were 3 percent of the proceeds of sale. Total expenses of which some 
part might be charged to registration amounted to only 2.6 percent of 
the total proceeds of the sale of the stock. And it should be recognized 
that these last-mentioned expenses included the cost of printing and 
legal and accounting fees, all of which certainly cannot be charged to 
the registration requirements. 

Next, may I affirm my belief that the Commission’s practice in 
processing registration statements is entirely consistent with the pro- 
visions of the act itself. The act provides for automatic effectiveness 
after a 20-day waiting period (unless effectiveness is accelerated by 
order of the Commission). It also empowers the Commission by for- 
mal proceedings to suspend or deny effectiveness, to require amend- 
ment of a deficient registration statement or to seek an injunction 
against the offering. 

In order that the Commission may intelligently determine whether 
it should exercise this last-mentioned power, it must necessarily ex- 
amine each registration statement. However, since timing is im- 
portant in most offerings and since formal proceedings would in many 
cases make the offering forever impossible, the Commission’s practice 
is to advise the issuer informally of deficiencies and to give it the op- 
portunity to amend so as to avoid the necessity of instituting any for- 
mal proceeding. 

The letter of comment advising the issuer of deficiencies is made 
after an examination of the registration statement by staff members, 
including a securities analyst, an accountant, an attorney, and in some 
cases an engineer. For example, registration statements filed by min- 
ing companies are reviewed by a mining engineer for the purpose 
of determining whether the information given concerning the mining 
property and the business of the registrant meets the requirements 
of our registration forms and whether technical information and 
conclusions are fairly presented. 

The review of material filed with us, which of necessity must in 
most instances be limited to a determination as to whether on its face 
it appears to respond to the Commission’s requirements, in man 
cases reveals no material omission or other failure to conform wit 
fair standards of disclosure. In other cases, serious questions are 
raised on the face of the documents as to the adequacy of the dis- 
closure, the apparent materiality of omissions, the method of presenta- 
tion, or the validity of representations made. 

People at times may get the impression that in the process of 
informally pointing out deficiencies we do in fact pass upon the 
merits of a security or the feasibility of an enterprise. It is not easy 
sometimes to convince a businessman or an underwriter than an in- 
quiry designed to ascertain whether a representation is true or false 
is not in fact an oblique expression of a judgment as to merit. This is 
one of the risks inherent in the administrative process under the 
Securities Act, and one which I believe can be minimized with careful 
administration. I am trying to make clear that we suggest what 
subjects should be added or subtracted in order that the registrant 
and underwriters and experts may avoid the penalties and liabilities 
imposed by the act in case a deficient registration statement were 
used 
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This informal procedure for eliminating deficiencies in registration 
statements is commented upon with approval in part 13, page 24, of 
the monograph of the Attorney General’s Committee on ‘Administra- 
tive Procedure (77th Cong., 1st sess.) as follows 

Thus it may be observed that although in terms the acts seem to offer only 
a choice between automatic effectiveness upon the lapse of the statutory period 
or complete ineffectiveness through formal proceedings, the Federal Trade 
Commission created (and the Securities and Exchange Commission subsequently 
further developed) effective informal machinery to permit effectiveness without 
a hearing yet without impairing the policy of full disclosure. 

As I mentioned earlier, however, I am not in a position to discuss 
details of particular cases during past years. The Ocaiinien would 
welcome reference to any particular cases in which it is believed that 
improper action was taken by the Commission in order that we may 
review these cases to determine whether any changes in the Com- 
mission’s procedures are advisable. 

That is the end of my prepared statement, sir. I wonder if I might 
add just a few words to cover some of the items which you mentioned, 
and in amplification. 

Senator Martone. Go right ahead. 

Commissioner Demmuier. You may note, Senator, that I did not 
make any reference in the statement to the Securities Exchange Act 
of 1934. Because it seemed to me that in view of the fact that your 
inquiry here is devoted to the raising of risk capital, and in view of 
the fact that the Exchange Act does not have an thing to do with 
the raising of new capital, I did not refer to it. If you have some- 
thing in particular in mind in which the Securities Exchange Act 
of 1934 might be material, I would be glad to attempt to answer 
the questions. 

Senator Martone. Are you saying that the Securities Exchange Act 
has no connection with the raising of new capital ? 

Commissioner DemMter. It does not in any way regulate the rais- 
ing of new capital, that is right, sir. 

Senator Maroye. I should think it was a very important function 
in passing on a securities issue or the sale of stock—— 


WHAT THE SECURITIES AND- EXCHANGE COMMISSION DOES 


Commission Demmtuer. That is the Securities Act of 1933. The 
Securities Exchange Act regulates stock exchanges, which of course 
are trading in outstanding securities. It regulates brokers and dealers 
in connection with certain practices of theirs with respect to disclosing 
the fact of whether they are acting as dealer or broker. It has to do 
with manipulative practices. 

Senator Martone. It regulates anyone who proposes to sell stock 
above a certain amount ? 

Commissioner Demmuer. That is the Securities Act of 1933. The 
Securities Act of 1933 covers the whole subject matter of the original 
issuance of securities or the sale of securities by a controlling person. 

Senator Matonr. You say your Commission has no jurisdiction 
over any of those issues? 

Commissioner Demmuer. Oh, no. J am simply distinguishing be- 
tween the two acts. 

Senator Matonr. I understand that. 
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Commissioner Demmuer. The Securities Exchange Act of 1934—— 

Senator Matone. Specifically, what does that do ¢ 

Commissioner Demmusr. The Securities Exchange Act of 1934 
creates the Securities and Exchange Commission, transferring to it 
the administration of the Securities Act of 1! 133, which had prev viously 
been administered by the Federal Trade Commission. 

The Securities Exchange Act of 1934 regulates stock exchanges. It 
provides for the registration of brokers and dealers. It provides for 
a power in the Securities and Exchange Commission to regulate the 
solicitation of proxies by companies whose securities are listed on an 
exchange. It provides for annual reports and the power of the Com- 
mission to require periodical reports from issuers whose securities are 
listed on a national securities exchange. 

It regulates certain manipulative practices in dealing with securi- 
ties, that is, stock market manipulation, so to speak. 

But the issuance of securities, that is, the original issuance by the 
issuer, is governed by the Securities Act of 1953, and consequently, 
since your inquiries are concerned with the raising of new capital, 
that is covered by the Securities Act of 1933, and that is why my state- 
ment was directed to that. 

Senator Matone. Is that the act which set up the Securities and 
Exchange Commission ? 

Commissioner Demouer. The Securities Act of 1933 was adminis- 
tered for 1 year by the Federal Trade Commission. Then when the 
Securities Exchange Act of 1934 was passed, that act created the 
Securities and Exchange Commission and transferred to the Securi- 
ties and Exchange Commission the jurisdiction previously exercised 
by the Federal Trade Commission to administer the Securities Act 
of 1933. 

Senator Matonr. In other words, you do administer all of the acts 
that govern the issues of securities of this nature? 

Commissioner DemMuer. Yes, sir. 

Senator Martone. As long as you do, it doesn’t make any difference 
who issues the securities or who wants to issue the securities, whether 
it is a regularly constituted board, whether it is being put on the stock 
exchange, or whether the firm or the individual is a member of a stock 
exchange, you still are in charge of that issue. 

Commissioner DEMMLER. By ‘ ‘issue of securities,” I am using what 
I think is a universally accepted term. An issue of securities to raise 
new capital is a always necessarily carried out by a company which is 
itself getting the money. It may use an underwriter or dealer through 
whom to do it, but it is the company which issues the securities. It is 
not anexchange. It is not a broker. 

Senator Matone. How about an individual issuing the securities ? 

Commissioner Demmter. That is true. 

Senator Martone. It might be listed on the stock exchange, or it 
might not be. 

r. Woopsine. I don’t believe I ever heard of a security issued by an 
individual, as such. 

Senator Matons. I do not think you ever have, either, since you have 
become a Commissioner, but that was the way the prospectors and the 
individual ran it before they were ruled off. 

Tell me, then, how an individual would sell stock ? 
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Commissioner Demmuer. What an individual would sell would not 
be stock, as such, because an individual doesn’t issue stock. An indi- 
vidual might sell something which he would call a security, however, 
in terms of some kind of proportionate share in an enterprise, or some- 
thing of the sort. 

The term “person” as used in the act would include an individual. 
So a prospector could issue something called a security. 

Senator Matone. He still comes before you ? 

Commissioner Demmuer. He would therefore come before us unless 
it was within the dollar exemption. 

Senator Matong. Yes. I am very much interested in your recom- 
mendation of extending the exemption, which I think makes a lot of 
sense, too, and I am going to ask you about that. You see, since we 
moved everything to Washington, the kind of people who normally 
do the work have sort of been relegated to the background. I have 
been in the engineering business 30 years, and before that for 15 or 20 
years I watched this thing in the mining country and in the petroleum 
country, although we do not have petroleum or drilling in our State. 

We have gone so far that just an individual, unless he sets up a suite 
of offices an has enough money to hire an attorney and go into all this 


business, has just about been ruled out. That is one of the things I 
wanted to discuss with you. 

Of course, generally speaking, he would be under the $300,000, too, 
if he is an individual, but not always. 

Let me ask you about the matter of the $300,000. Suppose he is 
organized for, say, $1 million or $500,000, but intends to sell less than 
$300,000. Would he still come under the epeenption until he passed 


the $300,000 mark, regardless of his capitalization 

Commissioner DemMuer. You could have an authorized capitaliza- 
tion of any amount. What determines the applicability of the exemp- 
tion is the aggregate oe price of the securities to be offered at the 
particular time. So, regardless of the authorized capital, the $300,000 
is measured by the offering at a particular time, although he can’t run 
over the $300,000 within a period of 1 year. 


REGISTRATION REQUIREMENTS 


Senator Martone. Then next year he could sell another $300,000 with- 
out coming to you ? 

Commissioner Demmter. When you say without coming to us—— 

Senator Matonz. I am doing this for the record. I want you to 
explain it so we understand it. 

ommissioner Demmuer. Right. The exemption is an exemption 

from the registration requirements. The act says that the Commis- 
sion, in effect, is given authority to exempt—lI want to be accurate 
about this. The act states in section 3(b) : 


(b) The Commission may from time to time by its rules and regulations, and 
subject to such terms and conditions as may be prescribed therein, add any class 
of securities to the securities exempted as provided in this section, if it finds 
that the enforcement of this title with respect to such securities is not necessary 
in the public interest and for the protection of investors by reason of the small 
amount involved or the limited character of the public offering; but no issue of 
securities shall be exempted under this subsection where the aggregate amount 
at which such issue is offered to the public exceeds $300,000. 
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Senator Matong. While we are on that subject, I think one of the 
greatest mistakes that Congress has grown in the habit of making is 
to put a paragraph just like that ina law. Then they appoint some- 
one to a job that keeps him very busy, and he delegates to subordinates 
many of these matters of writing rules and regulations which have 
the effect of law. While everything may be all right today, you go 
back tomorrow and write a bunch of rules and regulations that simply 
put it out of this world, which nobody can live up to and sell anything 
and keep out of jail. That is what we are trying to talk about. 

Your rules and regulations now are what 1 am concerned with. I 
um concerned about putting this kind of provision in every law we 
pass. In other words, you can extend the law. 

Commissioner Demmter. In this particular instance, sir, I wouldn’t 
call it extending the law. The act sets a maximum limit of $300,000 
above which we may not provide for exemptions. It empowers the 
Commission to adopt rules and regulations which prescribe terms and 
conditions under which the exemption can be claimed. Those rules 
and regulations are published. It prescribes that someone entitled to 
the exemption—— 

Senator Martone. What are the rules and regulations now ? 

Commissioner DemmMter. I was just going to outline that in general. 


RULES AND REGULATIONS, 8. E. C. 


It provides that in general, an offering of less than $300,000 may be 
made without complying with the registration requirements of the act 


if you write to the Commission a letter of notification that you are 
registering a security. 

Then you are also required to file with the Commission under the 
regulation an offering circular which describes the business very gen- 
erally. It describes the price and the terms of the offering. In the 
case of an operating company it would have a financial statement. In 
the case of a poceneng company, it would just have a statement 


of receipts and disbursements to date, and not required to be certified. 

The exemption is not available if the individual offering the security 
or the underwriter has been convicted or had some administrative 
penalty imposed by the Commission for violation of the securities laws 
within the last 5 years. 

That, in general, is the way that particular exemption operates. 

Senator Matonr. I did not quite understand. Under the rules and 
regulations you must file for the exemption under $300,000 ? 

Commissioner Demmuer. The exemption, in effect, you are entitled 
to automatically, unless the Commission suspends the exemption be- 
cause you are not entitled to it. For example, you have been convicted 
of a securities violation within the last 5 years. 

Senator Matonr. Is that in the law? 

Commissioner Demmter. No. That is a term and condition which 
is prescribed under this power granted under section 3(b) of the act. 
I would say that under the act, the Commission is empowered by rule 
and regulation to grant an exemption for offerings under $300,000, but 
it is empowered to grant it— 
subject to such terms and conditions as may be prescribed therein if it finds that 
the enforcement of this title with respect to such securities is not necessary in the 


public interest and for the protection of investors, by reason of the small amount 
involved. 
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_I will grant that that gives quasi-legislative power to the Commis- 
sion. 

Senator Martone. And you have exercised it. 

Now, tell me just what you have said in that regard. What are your 
rules and regulations? Read that again. 

Commissioner Demmuer. The rules and regulations on this exemp- 
tion are quite lengthy. 

Senator Matonr. That is the trouble. We had better discard 
reading them and consider what you do to a man who asks to operate 
under an exemption. He must ask for the exemption, is that right, 
under the law ? 

Commissioner Demmurr. He simply files a letter of notification 
that he proposes to offer securities. Might I suggest, sir, I had nothing 
to do with writing regulation A, which governs this exemption. I 
wouldn’t qualify as a technical expert on the operation of the regu- 
lation. If you want to discuss in detail exactly how it operates, Mr. 
Woodside could discuss the matter more competently than I. 

Senator Martone. How long has Mr. Woodside been in the employ 
of the Commission? How long have you been with the Commission, 
Mr. Woodside? 

Mr. Woopsipz. Senator, except for two breaks of approximately 18 
months each, I have been with the Securities and Exchange Commis- 
sion since its formation; and before that, for the full year that the 
Federal Trade Commission administered the Securities Act. 

Senator Matonr. What were those breaks ? 

Mr. Woopsipe. From the spring of 1948 until the summer of 1949, 
I was a member of a five-man board which was sent to Japan by the 
Department of the Army to review the reorganization plans for cer- 
tain large Japanese corporations. 

Senator Matonre. That was through 1947 and 1948? 

Mr. Woopsipr. No, sir. From the spring of 1948 through the mid- 
dle of 1949. 

Senator Matone. Go ahead and tell us exactly what you do to that 
man. First, he must request permission to sell securities under the ex- 
emption provision of the act, is that true? He must file with you an 
np for exemption ? 

r. Woopsipr. May I complete my other answer before I answer 
this one specifically ¢ 

Senator Matone. Yes. I thought you had. I am sorry. 

Mr. Woonsipr. The second period was from December 1950 until 
May of 1952, during which time I was with the Defense Production 
Administration—both times, in effect, on leave of absence from the 
Commission. 

Senator Matonr. We have gone into that, too, here a little bit. 
That is another story. 

Mr. Woopsir. To answer your question concerning the require- 
ments of regulation A—— 

Senator Martone. Start right from the beginning. Suppose Mr. X 
is out there in California and he wants to issue stock or sell stock or 
securities up to, say, $200,000. What must be do? 

Mr. Woopsine. All right, sir. Assuming that he wants to cross 
State lines 

Senator Matonr. If he does not cross State lines, you have no juris- 
diction, is that it? 
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Mr. Woopsipe. If he is an Arizona corporation or a Nevada cor- 
oration and proposes to sell his securities entirely within the State, 
2 doesn’t have to file anything with us. 

Senator Matong. Or in California or in any State? 

Mr. Woopsie. If he crosses State lines, then he gets into the ques- 
tion of SEC jurisdiction. 

Senator Martone. Suppose a California resident lived in New York 
and you wrote him a letter in New York. He still does not have to 
talk to you? 

Mr. Woopsipr. If you have a corporation incorporated in Califor- 
nia and doing business in New York and selling securities in New 
York, then you have jurisdiction. 

Senator Matone. Of a California resident ? 

Mr. Woonsive. Yes. 

Senator Matone. He still has to register with you, is that right? 

Mr. Woopsine. Yes. 

If he wishes to sell through the mails up to $300,000 worth of his 
securities, he may do so without filing a registration statement by fil- 
ing an application for exemption under this regulation. 

Senator Martone. By filing it with you? 

Mr. Woopsipr. Yes, sir. 

Senator Matone. There is no security that can be sold by anyone 
or any organization under any conditions without an exemption 
through you? 

Mr. Woopsmne. The statute applies automatically, absent an exemp- 
tion. Unless there is an exemption, and the mails are to be used, he 
must register. 

Senator Martone. Suppose the mails are not going to be used? 


SEC LACKS JURISDICTION IF INTERSTATE COMMERCE IS NOT INVOLVED 


Mr. Woopsipe. There is a nice jurisdictional question under the 
statute. If you don’t use any means or instrumentality of interstate 
commerce or the mails, and do everything by word or mouth, you can 
make a pretty good argument that the act doesn’t apply, but that is a 
pretty difficult situation to envisage. 

Senator Martone. The act does not apply if you sell it within a 
State? 

Mr. Woopsine. If you sell it entirely within the State, you do not 
have to register. 

Senator Martone. At all? 

Mr. Woopsiwr. That is right. 

Senator Martone. And do not use the mails? 

Mr. Woopsipr. That is right. 

Commissioner Demmuer. Excuse me. That is true if the issuer is 
a corporation of that State. 

Senator Martone. If you are going to use the mails, regardless of 
wee you sell it, even only within that State, you still have to reg- 
ister ? 

Mr. Woopsipg. No, sir. I am afraid I haven’t made myself clear. 

Senator Matone. I wastrying to get it entirely clear. 

Mr. Woovsmr. If a Nevada corporation wishes to sell a security 
entirely within the State of Nevada, notwithstanding the fact that it 
wishes to use the mails, it nevertheless is exempt under a provision of 
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the statute, section 3 (a) (11), which says that an issuer incorporated 
within a State, selling a security within that State, is exempt. 

Senator Martone. He does not have to apply to you for such an 
exemption ? 

Mr. Woopsipr. That is correct. 

Senator Matong. If a Nevada resident happened to be in California 
and he wrote a letter across a State line, then be would have to apply 
for an exemption ? 

Mr. Woonsipr. If the corporation that wants to sell its securities 
is a California corporation ? 

Senator Martone. No. Suppose it is a Nevada corporation, since 
we started that way. : 

Mr. Woopsine. But wants to sell securities in California? 

Senator Matonr. To a Nevadan who happened to be temporarily 
in California. I asked that about California and New York, but we 
have changed the subject, so go ahead. 

Mr. Woopsipr. The person to whom the security is sold is a resident 
of the State of Nevada? 

Senator Martone. Yes. 

Mr. Woopsipe. I believe there would be exemption. 

Senator Matone. Automatically, and without communicating with 
you at all? 

Mr. Woopsipe. Yes, sir. The fact that he may have crossed the 
line and may have received something through the mails in California 
while on a business trip, I do not believe the statute would require 
registration on that account. 

Senator Mavone. Go right ahead. 

Mr. Woopsipe. Assuming the more conventional situation, as I 
understand it, where the Nevada corporation wishes to sell, say, 
$275,000 worth of securities to whoever will buy it, anywhere, through 
conventional channels and by use of the mails, that would be a regis- 
terable security in the absence of section 3 (b). Under section 3 (b) 
the Commission has adopted rules which provide an exemption from 
registration. Those rules provide that to quality for the exemption 
the company should (1) write a letter to the Commission, called a 
letter of notification, which in effect is a statement of the proposed 
fact and intention of making an offering, and (2) an offering circular 
which contains six items of information. Upon filing that with the 
Commission 

Senator Matonr. What are those six items? 

Mr. Woopsipr. I will be glad to read them to you, if you wish. 
They are not long. There is an interesting background to some of them 
which I will be glad to mention, if you like. 

The first item of information—do you want me to read it, or just 
give you the substance? 

Senator Martone. I think you had better read it. 

Mr. Woonsipr. All right. The offering circular required by the 
rule—which, incidentally, is called regulation A—requires, first : 

A statement to the effect that these securities are offered pursuant to an 
exemption from registration with the Securities and Exchange Commission. 
The Commission does not pass upon the merits of any securities, nor does it 


pass upon the accuracy or completeness of any offering circular or other selling 
literature. 
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Senator Matone. On the accuracy of the literature ? 
Mr. Woopsipe. That is correct. 
Item of information No. 1: 


The name and address of the issuer, the name of the State or other jurisdic- 
tion in which it is incorporated or organized, the date of its incorporation, and 
the general type of its business. If the issuer is a commercial, industrial, or 
extractive company in the promotional, exploratory or development stage, de- 
scribe briefly the properties to be operated or developed by the issuer. 


Item No. 2: 


The full names of the officers and directors of the issuer and of any person 
or persons controlling the issuer; their direct or indirect material interests by 
security holdings, contracts, options, or otherwise, in the issuer or in any assets 
proposed to be acquired or operated by the issuer. If the issuer was organized 
within the past 3 years, furnish similar information as to all promoters of the 
issuer. 


Item No. 3: 


The kind and amount of securities proposed to be offered hereunder, the name 
and address of each person other than the issuer on whose behalf any of the 
securities are to be offered, and the amount to be effered on behalf of each such 
person. 


Item No. 4: 


Names and addresses of any principal underwriters of such securities, the 
nature of their material interests, direct or indirect, in the issuer. State in tab- 
ular form on the outside front cover page, or a per unit basis, the offering price 
to the public, underwriting discounts or commissions, and proceeds to the issuer 
or other persons. If the securities are not to be offered for cash, state the basis 
upon which the offering is to be made. 


Item 5: 


Estimated aggregate underwriting discounts or commissions proposed to be 
paid or allowed in connection with the sale of securities, the estimated aggregate 
cash proceeds to be received by the issuer from the sale of the securities, the 
purposes for which such proceeds are to be used, and the amount to be used for 
each such purpose, indicating in what order of priority the proceeds will be used 
for the purposes stated. 


Item 6: 


Appropriate financial statements of the issuer showing (a) issuer’s financial 
condition as of a date within 90 days prior to filing of the notification or such 
longer period as the Commission may permit, not exceeding 6 months; and 
(b) its income, expenses and charges to surplus, or receipts and disbursements, 
as appropriate, for a period of 2 years. Such financial statements need not be 
certified by an independent public or certified 

Senator Matone. Isthis2 years on a historical basis? 

Mr. Woonsiwe. The 2 fiscal years prior to the date of the statement 
of the issuer. In other words, if this Nevada corporation were filing, 
say, in May of this year and furnished a statement of condition as of 
the end of 1952, then it would show its receipts and disbursements, if 
it had been in existence for that long, for the calendar year 1952 and 
the calendar year 1951. 

Senator Matone. Are these files confidential files, then, or locked 
files that you have on these companies ? 

Mr. Woopsine. No, sir. 

Senator Martone. It is public information ? 

Mr. Woopsive. This material is filed with the regional office of that 
region in which the issuer is located, and it is a matter of public record 
upon receipt by the Commission. 

Senator Martone. Go ahead. 
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Mr. Woopsive. There is a further instruction here concerning finan- 
cial statements which I think I should mention. There is a proviso 
that if the company is in the exploratory, development or promotional 
stage, it need not supply a balance sheet. All it need do is set forth a 
statement of assets owned, shares issued, and any cash transactions 
which have occurred, none of which need be certified. 

That is the extent of the requirement of the regulation with respect 
to an offering circular. A person who complies with that and files it 
as the rules require is thereupon exempt foam registration, exempt 
from the liability provisions of section 11 of the Securities Act, and 
upon the elapse of, I think it is 10 business days, he is free to proceed 
with the sale of his securities. 

Senator Matonr. About what is the average time lag after receiving 
such an application until they are in position to pr oceed? You have 
been in there long enough to give us some idea of what the average 
time is. 

Mr. Woonstnr. I am sorry that I don’t have those figures for regula- 
tion A. This regulation was adopted in the spring of this year. I have 
the figures for registration statements. I will be glad to get the other 
and supply it for the record. 

(Exhibit A is as follows :) 


Exursir A 


PROCESSING TIME ON THE 92 NOTIFICATIONS FILED UNDER REGULATION A DuRING 
THE MONTH OF SEPTEMBER 1953 


The Division of Corporation Finance has not compiled data on the processing 
time for filing under regulation A similar to that compiled for registration state- 
ments. However, as an indication of the elapsed time from the date of original 
filing of the notification in the regional office to the date when an offering could 
have been commenced, all of the 92 notifications filed during the month of Sep- 
tember 1953 were classified as to the number of calendar days (including Satur- 
days and Sundays) from the date of original filing in the regional office to the 
latest of the following dates, (1) the end of the 10-day waiting period prescribed 
by the rule or acceleration of such date, or (2) the date on which the Division of 
Corporation Finance gave the regional office the Division’s comments, if any. 

The results are given below : 

Number of 
notifications 
Number of calendar days of elapsed time: filed 


Total notifications, or an average elapsed time of 16 days 


Included in the 92 notifications filed during September 1953 were 19 mining 
or oil and gas cases. The processing time on these 19 cases is set forth below: 


Notifications 
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Senator Marone. That is the average time lag, you mean, on the 
small issues ? 

Mr. Woopsine. Yes, sir. 

Senator Matonr. What time this spring were these rules and regu- 
lations adopted ? 

Mr. Woopsine. I think it was March or April—March 6. 

Senator Martone. Was this after the reorganization of the Commis- 
sion, that is to say, of the personnel ? 

Mr. Woobsipe. This was prior to the appointment of three new Com- 
missioners in June of this year. When did you come on? 

Commissioner DemMter. I came on on the 17th of June. 

Senator Matone. Do you have here with you these other rules and 
regulations under which you have been operating ? 

Mr. Woopsinr. The ones prior to that, you mean? No, sir, I have 
not. 

Senator Martone. Can you describe them as compared to these rules 
and regulations, briefly ? 

Mr. Woopsivr. Yes, sir. If you would care for just a little bit of 
historical background, I might—— 

Senator Matonr. How do they differ ? 

Mr. Woopsine. They differ in several material respects. The so- 

called regulation A immediately preceding this one, I think was 

adopted by the Commission back in 1945, perhapsearlier. It remained 
contaniedts substantially, until this revision. 


This revision resulted in large part from suggestions by the mining 


industry, the oil industry, and the organization of broker-dealers 
known as the National Association of Securities Dealers. 

Senator Martone. It could be I am a little behind here. I have been 
worrying about these rules and regulations for a long time. So just 
give us an idea or two here as to how they have been modified, and 
what rearrangement has been made. Maybe these complaints are 
based on the old rules and regulations. 

Mr. Woopsipe. I would venture, Senator, that that might very well 
be so, because in the roughly 5 or 6 months that have elapsed since the 
adoption of these rules, there have been no more than 1 or 2 com- 
plaints that have come to my attention. 

Senator Matonr. Most people had just given up on you and quit 
communicating with you at all. 

Mr. Woopsine. We have quite a volume of financing under the rule. 
I will be glad to give you the figures in a moment. 

To go back—— 

Senator Marone. Were you working for the Commission when the 
junior Senator from Nevada had the top of your Commission and 
your engineers down here in 1947 ? 

Mr. Woopsine. I was with the Commission in 1947. I don’t kiniow 
anything about this incident to which you refer. 

Banstte Matone. It was quite an incident. Those hearings are still 
a matter of record. We po dig them up here in the office. It seems 
IT am right about what I thought | then, because you have already reor- 

ganized some of these rules and regulations. I think you stopped 
everything cold that you possibly could, this time anyhow, for any per- 
son who was not able to hire an attorney and have an office and con- 
duct his operations on a scale that cost. him a lot of money. 
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Mr. Woopsiwe. Senator, I cannot speak of my own knowledge of the 
operation of regulation A prior to about a year ago. I am familiar 
generally with the structure of the old regulation and the way it 
operated. 

Senator Martone. Go ahead and tell us some of the differences. 

Mr. Woopsine. The old regulation followed the same general pat- 
tern of this one, so far as its operation is concerned, in that a letter of 
notification was required to be filed with the regional office. The old 
regulation did not require that an offering circular be employed in the 
“a of securities under the regulation. It did provide, however, that 
if any sales literature were to be employed, it should be submitted with 
the letter of notification to the regional office. 

The informational requirements of the old regulation, as I recall it, 
went to the contents of the letter of notification, which was primarily 
for our information and had very little to say about what any sales 
literature should contain, except a legend which was required to appear 
on the front of the offering circular, and which the industry objected 
to very violently 

Senator Martone. What was it? 

Mr. Woopsinr. I don’t know whether I can quote it or not, but it 
has been characterized by the mining associations as a “Hymn of 
Hate” or a “Ditty of Doubt,” if you please. It was a legend which, in 
the opinion of some, carried with it perhaps an implication that these 
securities were not registered and couldn’t be registered, and that per- 
haps they were exempt or not exempt. The word we got was that the 
legend itself created to some extent a sales resistance. 

Senator Matone. I think there is no doubt about that, and that is 
only one thing. Go ahead with the rest of it. You had it worked out 
so a person was just about stymied when he got through. 

Mr. Woopsipr. The second objection, which was remedied in this, 
I think—— 

Senator Martone. In other words, you raised a reasonable doubt in 
the minds of potential investors before they got started. 

Mr. Woopsine. That was the argument. 

Senator Marone. Of course that is true. 

Mr. Woopsipe. I think this requirement here is sufficiently different 
so that—at least, I have heard no complaint. 

Senator Martone. That comes back to me now. That is one of the 
things we brought out. 

Mr. Woopstpr. The second thing which, as I recall it, caused con- 
siderable concern, was that the old regulation required that there be 
stated on the front page of any sales literature employed, a statement 
of the aggregate dollar amount of the offering, a statement of the ag- 
gregate dollar amount of the underwriting commission, and a state- 
ment of the aggregate dollar amount of the proceeds expected to be 
received in the event the entire issue were sold. ; 

The argument ran that putting that figure on the front of the offer- 
ing circular or other alanine also was a very substantial deter- 
rent in the sale of securities. The argument ran that it was fairly 
common that these things weren’t sold in their entirety, in which event 
this statement of aggregate figures here perhaps might mislead or 
confuse people; that the statement of the total figures of commissions 
and proceeds which might or might not be realized by the parties, 
tended to terrify the purchaser. 
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They were quite anxious to have the Commission change the rule 
so none of that need appear on the front of the offering literature, 
although they didn’t seem to have much objection to its disclosure 
elsewhere. 

Senator Martone. What is the new rule? 

Mr. Woopsive. The new rule reaches a compromise. We have met 
the argument that the statement of aggregate commissions and pro- 
ceeds may be misleading because of the fact that they may never be 
realized. We have left that off. It is required to be disclosed some- 
where in the material, but it doesn’t have to be plastered on the front 
page. 

Senator Martone. What you were doing, really, was terrifying the 
men who had the securities to sell, first of all, unless he happened to 
be an experienced one in the business, like some of the old hedgehogs 
who had been in the business and were not afraid of you any more. 
But what we are concerned about are people who just suddenly dis- 
cover something that they want to promote, and they have something 
to promote. If they tell the truth about it, there are a good many 
people who do not believe that these rules and regulations, that you 
now have the power to readopt if you want to—that is true, is it not? 
You could dig up all those old rules and put them in force tomorrow 
if you wanted to, could you not? 

Mr. Woopsinr. As a matter of power, the Commission could; yes, 
sir. 

Senator Matonr. Go ahead. 

Mr. Woopsing. Do you mind if I smoke? 


Senator Martone. This is a very informal affair, and we want to 
get to the bottom of it as quickly as we can. 


FILING INFORMATION 


Mr. Woopsipe. On this point, don’t hold me too literally to the 
truth. It is my recollection that there was no provision in the other 
— for a minimum offering which could be made without any 
offering circular at all, just by filing a mere statement of intention. 
This new regulation provides that if the offering is $50,000 or less, 
you don’t have to file with us anything except a statement of intention 
as to where you propose to sell it. 

Iam shortening it a little. 

Senator Matonr. Do they have to file any statement as to what 
they intend to do with the money ? 

Information called for by the first five items must be filed with the 
regional office for the information of the Commission. 

Mr. Woopsine. No, sir. 

Senator Matone. Those are all the differences that you can recollect 
spontaneously ? 

Mr. Woopsine. No. I am cones to another one which I think 
is probably the most important of all. 

anie Matone. Go ahead. 

Mr. Woonsiwz. As I mentioned, both under the old regulation and 
the new regulation, the offering circular or sales literature, if it were 
going to be used under the old regulation, was filed with the regional 
office of the Commission—of which there are 10—for the area in which 
the issuer is doing business. Because of the absence of any standards 
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of disclosure in the old regulation—I think it is fair to say that a 
lot of criticism was generated. There was a tendency—I don’t think 
this was deliberate, I think it is the nature of people and things— 
there was a tendency on the part of various offices of the Commission 
scattered around the country to conceive their own standards as to 
what a man should or should not say in his offering. That led to a 
number of complaints that one regional office of the Commission 
would require one thing, another regional office would require another. 

Senator Martone. And they had the power to do that? 

Mr. Woopsipr. Yes, sir. The way it operated in practice, there was 
a considerable degree of delegation of responsibility under the old 
regulation. 

Senator Matonr. And under the law, with that typical paragraph 
that has been used for at least 20 years in practically all legislation, 
you could practically shut off all sales of securities if you so desired, 
just by rules and regulations that set up under the act ? 

Mr. Woopsine. Are you asking me or telling me? 

Senator Martone. I am asking you. In other words, you could just 
make it impossible to do business. 

Mr. Woopsipr. That is a possibility. I never heard that alleged, 
although I did hear 

Senator Martone. I have heard it alleged that they just walked 
away and quit trying. 

Mr. Woopsipe. I do know that one of the principal things that 
motivated the Commission last spring to adopt this revision, which 
was adopted only after circulation across the Nation, was an effort 
(1) to prescribe a minimum which it conceived to be a reasonable 
presentation of the basic guts of what was involved, and (2) to pro- 
vide a standard, both to the man who wanted to use the regulation as 
well as to the officials of the Commission charged with its administra- 
tion, a standard which would serve as a guide so that people weren’t 
moving all over the place. 

I think the changes in the rule, coupled with that change in the ad- 
ministration of the rule 

Senator Martone. What change is there in the administration of 
the rule? 

Mr. Woopstpe. We have given instructions to our administrators 
that those six items I mentioned are the items of information called 
for; that this is not a junior registration process; that this is not de- 
signed to provide an encyclopedia of information concerning these 
issues; that this is to be administered primarily as an antifraud 
statute; that it is a bare-bones requirement which we are not seeking 
to expand by administration; and that if the essential facets of the 
transaction and the enterprise as called for by these six items are dis- 
closed, we are not to be concerned with nor are the regional adminis- 
trators to be concerned with trying to pursue, expand, and develo 
further information; that the basic thrust of the regulation is anti- 
fraud. Absent misrepresentation, falsification, untruths, compliance 
with these minimum items is enough, and that is all we are concerned 
with. 

That was a kind of long speech, perhaps. 

Senator Martone. You have made a nice speech, though. I made 
that on the floor of the Senate when I introduced the bill, but that 
wasn’t what you were doing when I made that speech. 
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Mr. Woopsine. In my judgment, Senator—and I have been afflicted 
with the responsibility for administration of this regulation for the 
last 6 months—as I said, I haven’t heard any complaints as to the way 
it is operating except that I have had one complaint from one State 
administrator, which I think we are in the process of resolving, which 
did not involve any particular issue that I know of. 

Senator Martone. Under one of your six points, let me ask you, he 
is supposed to state the amount of money that he is going to realize 
and what he is going to do with the money, and the order of its use. 
Is that true? 

Mr. Woopsipe. That is item 5; yes, sir. 

Senator Matonr. Have you ever had any experience in one of these 
operations in the field, that is to say, have you ever been on the other 
end of the operation ? 

Mr. Woopsine. Senator, I am not a mining man. I am not a min- 
ing engineer. 

Senator Matonre. I am not talking about mining alone. You 
might do it in putting up a building or drilling an oil well. Just for- 
get about being in mining. You stopped the mining, but you are only 
one agency that did that. You just got your part of it. You got what 
the others did not get. 

This looks a little better. I am asking you now—and you have 
answered that you have never had any experience in it, so you would 
know that when you are starting a new operation they probably would 
have to change directions very often in their expenditures. One thing 
did not work out, and they would do something else. You would 
not know that. 

Mr. Woopsipe. Sure, I know that. 

Senator Martone. Are they required to keep on filing every time 
they make a change? 

Mr. Woopsipe. No, sir. 

Senator Matone. What can you do with them about filing a false 
report ? 

fr. Woopsiwe. This calls for a statement of what they propose to do. 


PROGRAM AND PLANNING CHANGES 


Senator Matong. Suppose I buy some of this stock, and I have 
looked over this filing. In 6 months or a year I find they did not do 
that. They did not carry that out. Do I have a case that you have 
made for me? 

Mr. Woopsing. Senator, you put your finger on probably one of the 
ae difficult problems. I am not speaking just with respect to Regu- 
ation A, 

Senator Martone. I have a rather broad finger when it comes to engi- 
neering problems. 

Mr. Woopsipe. It applies to the whole field. We have a statement 
of intention as to what you propose to do with some money, and later 
on it develops that you haven’t spent the money the way you said. 

mane Mavoner. And if you had, the company would have been 
ruined. 

Mr. Woopstne. So far as I know, the attitude of the Commission has 
been—and I believe it actually is being administered that way now— 
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that all that is called for is a statement of the honest intention of the 
man as to what he proposes to do. It goes without saying that changes 
in developments in the course of a business are one of the facts of 
life—— 

Senator Martone. Do you say that in your letter to him, that “You 
may change this direction of investment at any time without notify- 
ing us,” or do you leave him and the investor believing that if he does 
not do that, you can sue him for it ? 

Mr. Woopsiwe. To answer your first question, so far as I know we 
don’t deal with that particular problem in our letter of comment. 

Senator Matone. You just leave him up in the air there, knowing, 
as everyone does know who ever organized a company or was ever 
employed by a company, that perhaps every Saturday night when 
they get together there are some changes made if you are right on the 
ground, whether you are drilling an oil well or are on a mining prop- 
erty. You may move to another property because the first did not 
work out at all. 

Mr. Woopsine. Senator, I have seen many registration statements, 
prospectuses, and offering circulars which met and dealt with that 
point by merely saying, “Here is what we propose to do. Circum- 
stances and events and developments may necessitate a change in the 
use.” 

Senator Martone. Do you say that in your letter ? 

Mr. Woopsipg. No. 

Senator Matoneg. This is what you do. I just want to leave it for 
your information. You have led the investors to believe that this is 
absolutely what is going to be done with the money, because much 
stock is sold to people who have no petroleum development experience, 
no mining experience, or no experience in putting up an office build- 
ing, for example. They do it because someone talks to them and they 
are in the frame of mind to take a chance. They know they are tak- 
ing achance. This is venture capital that we are talking about. 

Mr. Woopsipe. That is right. 

Senator Matonr. So when you ask for a filing of this kind with no 
provision requiring them to change it or for not being bound by this 
statement and making it plain to the company, you are a party to the 
very thing that we are discussing, that is, you get the man in trouble. 

Commissioner DemMter. Senator, may I interrupt at this particu- 
lar point, because I have been on the other side of this proposition 
pretty constantly for the last 10 years. 

Senator Martone. What was your business before you came in the 
Commission ¢ 

Commissioner Demmuer. I was a partner in a law firm in Pitts- 
burgh, Reed, Smith, Shaw & McClay. 

Senator Martone. You ought to know something about it. 

Commissioner Demmuer. I have had 10 years of fairly constant 
experience with the registration of securities. In the conventional reg- 
istration statement, as well as this offering circular, there is an item 
calling for the intention of the issuer so far as the use of proceeds is 
concerned. That has a healthy effect, in the sense that it does compel 
some kind of statement as to your general ideas so far as the use of 
the money is concerned. You are writing such a registration state- 
ment. You are the comptroller of the company or the attorney for the 
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company, and you make a statement which is accurate as of now, ac- 
cording to present intentions. Presumably you are an intelligent man 
when you start out to do that, and you figure, “I can’t say this is cer- 
tainly going to be the use of the money. I can’t tell exactly as of now 
what I might have to use the money for 6 months from now.” So you 
sit down and you write a reasonable statement in terms of present 
intention, and you indicate that maybe there might be changes. 

On a number of occasions we have had—by “we,” I am talking about 
the company I represented and myself-——— 

Senator Matone. What company was it? These are various clients? 

Commissioner Demmurr. These are various clients, from new pro- 
motions to corporations like Gulf Oil Corp. 

We have always, without any considerable difficulty, perhaps dis- 
cussion but without any particular real difficulty with the Commission, 
stated the use of proceeds in sufficiently flexible terms that the likeli- 
hood of liability is just nonexistent. 

Yet the presence of such an item in the statement does operate as 
a restraint on the ase of money for a purpose entirely divorced from 
what it was represented to the purchaser of the security. 

It doesn’t require any particular skill as a lawyer or as a corporate 
officer to phrase a statement like that. I think if anybody should ask, 
“What are you going to use your money for?” and he thinks, “I am 
not sure exactly what, he would soon figure out a sufficient hedge as 
to possible varying or different uses. 


FINANCING ORGANIZATION EXPENSES 


From the practical standpoint, I think that item is no real deterrent 
or burden on anybody. 

Senator Martone. You have made my point for me, and that is, that 
you have to have a smart attorney to get started. 

Commissioner Demmuer. My point is that I don’t think a smart 
attorney is necessary. 

Senator Martone. You had one. Whenever you are the attorney, 
you do not need another one. I am talking about men who have no 
capital, who have no office, as is true of them. The people who find 
these prospects do not have an office. They bring it to you if they have 
the money to pay you. If they do not, how are they going to bring it 
to you? 

I tell you how they bring it to you, and you do not need to answer 
this unless you want to. Oftentimes attorneys take a little stock, take 
a part of the deal for their fees. Is that not a common practice? I am 
not asking if you did. 

Commissioner Demmuer. We didn’t, no. 

Senator Matonr. It is a common practice. 

Commissioner Demouer. I can’t answer that. 

Senator Martone. You do not need to. I am not going to ask you. 
I know they do. 

Commissioner Demmuer. It did not happen to be the practice 
around Pittsburgh. It may have happened in your part of the 
country. 

Senator Martone. Read again the exact wording of the item about 
filing your intentions concerning the money. 

89888—54—pt. 10-29 
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Mr. Woopsipz. It starts out by saying the offering circular shall 
contain the following items of information: 


No. 5. Estimated— 
it is an estimate— 
aggregate underwriting discounts or commissions——. 


Senator Matonr. What is that? 
Mr. Woopsipe (reading) : 


proposed to be paid— 


in dollars. In other words, to go back to our Nevada corporation 
with a $300,000 pecgaen offering, if the discount is 20 percent, that 
is translated into dollars— 
estimated aggregate cash proceeds to be received by an issuer from the sale 
of the securities— 
again in dollars. It is usually stated less whatever expenses are in- 
volved in the sale of the securities, leaving a net to be applied to 
business purposes— 
the purposes for which such proceeds are to be used and the amount to be used 
for each such purpose, indicating in what order of priority the proceeds will 
be used for the purposes stated. 

There are all variations, but I have never seen a situation where a 
bare statement of intention was considered to be—— 

Senator Martone. I am trying to find out what is going to happen. 
This is a matter of deep concern because, whether you know it or not— 
and I think you do—you practically stopped the investment of venture 


capital in venturesome businesses unless they did have an organiza- 
tion sufficient to do just what we indicated here a while ago. You 
had to correspond indefinitely with the Securities and Exchange 


Commission. Time was an element. Finally, if you had the capital 
and you had the attorneys and you had the engineers, you would 
come out all right. 

Speaking of-the people who do not have the advantage of legal 
udvice and perhaps of engineers who have been through the business 
several times, he writes you a letter saying that his firm intention 
is to do so-and-so, and that is filed and is in the hands of any pros- 
res investor that he may find, and is in the investor’s hands if 
16 writes for it. 

He is not required to file anything else. He probably does not file 
anything else. He wants to stay as far away from you as he can. 
So suppose, as many of these ventures do, nothing happens when he 
takes his shaft or drills his well, and then he is in plenty of trouble. 
You have a prima facie case against him because he said he was 
going to do certain things and maybe he did not do that at all. 
Maybe he even got another showing, a vein or showing of ore, in 
another locality and spent the money, but he did not need to come 
back and tell you about it and he didn’t. Then he loses his money. 

As you yourself testify, tomorrow you can have another meeting 
= fix these rules and regulations different so nobody can live up to 
them. 

Now they do not have to say that, according to you, but tomorrow 
you could do that again under the rules and regulations. That is 
true, is it not? 
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Mr. Woopsipr. The Commission has power to adopt the old rule if 
it wished to go back to it. 

Senator Marone. I think, myself, that the rule you now have would 
still retard it, but not quite so much. 

Mr. Woopsipe. May I interrupt you just a moment. I would like 
to have the record show that to my knowledge, the problem that you 
mention here about the use of proceeds in the furtherance of a project 
in some slightly different way from that originally stated has not to 
my knowledge been a problem, either in the handling of cases or in 
any investigations under the regulation. Maybe you have some 
knowledge of a case. 

Senator Martone. I do not know of any cases. I think you have 
scared them eat all out of the business. The ones that you 
did not get, the 1934 Trade Agreements Act got them or the tax laws 
got them. 

We have it now so if you lose money on 2 or 3 ventures, you can- 
not get it back anyway. No matter how much money you make, the 
Government gets it. It does not go on the past losses. That is another 
angle. 

I am not asking you about that at all. Your angle here is that of 
the Securities and Exchange Commission. Up to now, everyone con- 
nected with it, the way the hearings sounded when I held them be- 
fore on this particular business, has been trying to make a profession 
out of keeping them from going into business. 

Mr. Woopsipr. Senator, I do not want to be contentious here, but I 
do think in fairness to the way the thing has operated that you are en- 
titled to know that the volume of financing under these exemptions in 
the year 1953 ran to a cool quarter of a billion dollars. Twenty-four 
percent of that was mining and oil ventures, most of which was ven- 
ture capital, if I know the term “venture capital.” That is not small 
change, it seems to me. 

Senator Martone. What did they run in 1952? 

Mr. Woopsipe. In 1952—this is oil and gas again—under our ex- 
emptive rule, it was 20 percent, of a total of about $211 million, a little 
short of a quarter of a billion. 

Senator Matone. Do you know what the usual run of securities of 
that kind were before you had your regulations, along in the late 
twenties ? 

Mr. Woopstpe. I do not know whether we could get the figures of 
financing under $300,000 or not. I will be glad to try. 

Senator Malone. I do not know whether you could or not, either. 
All I know is that you are just not getting them from the area where 
you used to get them. There are a lot of investments lately in uranium 
mining and various other types. 

Mr. Woopsipr. We have had quite a few of them. 

Senator Matone. That is right. I know you have. I don’t know 
whether you keep correspondence from people or not, but I know sev- 
eral people in the uranium setup that you prevented from going into 
business for a full year. If you are interested, I will dig that up for 
you and bring that in. I did not mean to bring that into the proposi- 
tion at all. They are now selling their securities and have one of the 
best uranium mines in Utah. You sure kept them on the hook a long 
time. 
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Mr. Woopsing. I would be glad to know about it. 

Senator Martone. I do not think there is any reason to bring it up. 

There is another thing that I want to bring to your attention, and 
to me it is a very serious thing. Your investigations in the field— 
whether they are selective investigations, I am not able to say—over 
20 years are many times on the basis of a letter or several letters 
received by you. Even General Motors get crackpot letters. You 
announce in a loud tone of voice from Washington or Salt Lake City 
or some other place where you have a man, that you are going to inves- 
tigate a stock issue. 

I could put my finger on 2 or 3 instances where you have done this, 
if you feel it is necessary. It would take a little research on my part 
now through my files. 

Then, regardless of the result of the investigation, no more stock 
will be sold from that particular company if it is a rather new venture 
capital investment. 

So I would ask you this question: What investigation do you make 
quietly to determine whether there is a reason for such public investi- 
gation before you make it? 

Mr. Woopsipr. Senator, let me answer that question to the extent 
that my responsibility goes for the Commission. Under the Securities 
Act, the Commission has authority under section 

Senator Matone. The Securities Exchange Act? 

Mr. Woopsinr. No, the 1933 act, the Securities Act. I am not talk- 
ing about the Exchange Act now for the moment under the Securities 
Act—— 

Senator Martone. But this is transferred to you, so you have the 
authority under the 1934 Securities Exchange Act. 

Mr. Woopsimpr. Let me make myself clear. The Commission has 
authority to investigate under both the Securities Act of 1933 and the 
Securities Exchange Act of 1934. 

Senator Martone. All of this is your responsibility. Now, go ahead. 

Mr. Woopsipe. My responsibility has primarily to do with the 
Securities Act of 1953, and we have been talking about new issues of 
securities. 

Senator Martone. That is right. 

Mr. Woobstnr. Under section 8 of the Securities Act, we have 
power to hold a hearing and issue a stop order. We have power to 
conduct an investigation, which has traditionally been a private 
matter. 


EXEMPTION PROVISION UNDER $300,000 LIMITATION 





Senator Matonr. You have this on the ones under $300,000? 

Mr. Woopsipg. Under the exemptive provision we have a right, pre- 
scribed in the rules, to suspend the exemption. 

Senator Martone. At any time? 

Mr. Woopsivg. At any time, upon the belief of violation. But again, 
there is an opportunity for hearing. That suspension power has been 
employed under this regulation twice. The first time it was at the 


request of the underwriter of the deal, and I think the reason for it 
was that the attorney indicated he would like to have in his hands an 
appealable order of the Commission. 
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Senator Martone. I understand all those things. That is, they often 
fall out and then one of them writes a letter. That is what I am talk- 
ing about. That is included in my question. 

Mr. Woopsipe. To my knowledge, so far as the administration of 
the registration provisions of the act is concerned, and the filings under 
these exemptions, any investigation that we make—and we always 
make an investigation before a formal proceeding—is a private affair. 
We don’t make public investigations. If there is any publicity, it 
comes from their side, because our employees are not supposed to be 
talking about it. 

Senator Matone. If they do talk about it, there is no penalty, is 
there? Iam talking about what I kuow about it. If you picked up 
any paper along about 5 or 6 years ago, before I came to the Senate— 
I haven’t paid much attention to it since then except from complaints 
that have come in—but before that, I knew of many cases where the 
investigator would go out and there would be some publicity, that Mr. 
So-and-So was going out to investigate a certain company. 

Of course, that stopped cold the sale of any securities, regardless of 
the result of any investigation. 

Mr. Woopsinz. That leads me to the second aspect of your question. 
As I say, so far as the administrative proceedings with which I hap- 
pen to be concerned, I know of no case where there was publicity given 
to it. 

There are two other things that I say 

Senator Martone. I was just referring to what I have read in the 
papers. 

Mr. Woopsine. There are enforcement investigations conducted in 
the field, and there are enforcement investigations conducted from the 
home office. The conduct of those, I don’t feel competent to testify to, 
because I don’t have anything to do with them. 

I have been under the impression that those are conducted privately 
until the Commission authorizes a public hearing. Am I wrong on 
that? 

Commissioner Demmter. You are right on that. 

Senator Maton. Are you sure there was no publicity prior to such 
a formal investigation? Ofcourse, you were not here. 

Commissioner Demmter. I took office on the 17th of June 1953. 

Senator Martone. You have not been here very long. 

Commissioner DemMuer. But we have ordered a number of investi- 
gations, and in those instances, I think without exception, they were 
private investigations; and where a private investigation is ordered, 
any employee of the Commission is not permitted, without the con- 
sent of the Commission, to disclose information to anybody on the 
subject. That isa rule of the Commission. 

I have heard of no instances in which that rule has been broken 
since I have been here. 

When we actually start a proceeding, let us say a proceeding for an 
ore or a proceeding for a so-called stop order to suspend the 
effectiveness of a registration statement, that is after a private inves- 
tigation has been completed, then, of course, it becomes a public 
matter. 

Senator Matone. I understood that you can order a suspension 
pending the hearing. 
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Mr. Woopstvr. Under regulation A? There is a provision under 
which the Commission can suspend the exemption. 

Senator Matone. No doubt you often do that. 
eats Demnuer. He said there were only two cases, I 
velieve. 

Mr. Woopsipe. There was one case in which we advised the under- 
writer that we believed that there had been a failure to comply with 
the Commission’s requirements, and that, absent correction of that, 
the Commission would be inclined to suspend; and he said, “Go ahead 
and suspend,” and the Commission did and gave notice of hearing. 

Senator Matonr. At the request of the attorney or the underwriter 
that had fallen out with the promoter, is that it ? 

Mr. Woopsine. It was at the request of the other side. I wouldn’t 
want to vouch for the amity or lack of it between the parties. 

In the other case, the Commission acted in connection with a broker- 
dealer disciplinary action under the 1934 act. 

Senator Martone. I assure you—and of course this is my impression 
over a period of 10 or 15 years—that there was a cycle there in the 
Securities and Exchange Commission where it would appear to an 
observer that the object was to prevent the issues. Of course, we have 
had a cycle, which has all come out in the hearings, that it was the 
policy of the administration to buy these materials abroad, that it 
was not the policy to buy them in the United States. Mr. Truman 
wrote a letter like that. About a year and a half before that time, 
Mr. White, who has been exhumed lately in postmortem, wrote a 
letter to Morgenthau advocating that we import, that we save our 
materials for a couple of decades and import from foreign nations, 
ee, Russia. He made a good case for Russia. He said, “We 

ave 14 or 15 years’ supply of petroleum and we are about to run out.” 
He went on down with the minerals and materials. 

Of course, anyone with an experience knows that the announced 
reserves are merely current announced reserves; that there is an in- 
centive for development, that you mine, or whatever it is, and develop 
new reserves as you go along. Now you have twice the reserves you 
had when Mr. White said that, and you have used a tremendous 
amount of additional petroleum. 

I doubt if the President ever saw White’s letter. There was some- 
body down here writing it for him. I do not think he knew anything 
about it. But if you did not know the situation, you would say that 
his release was based on the White letter. 

So it was the policy not to develop mtterials in this country, and 
there was a cycle in the SEC—I hope it has ended now—where it 
seemed that the objective was to prevent the development of these 
materials, not to promote the Anvelupuienl which is what we always 
thought stock issues were for. 

Under your jurisdiction, according to law, you keep them honest, 
and you see that they put the money substantially where they said 
they are going to put it. 

If it is over $300,000 now, what do you do? What are your regula- 
tions then? 
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PROCEDURES ON SALES OF SECURITIES IN EXCESS OF $300,000 


Mr. Woopsivr. First let me say that the regulation which permits 
the sale of $300,000 of securities in any one year can be availed of year 
after year for $300,000. That was not always so. 

Suppose you have a million-dollar issue. Then registration is re- 
quired, unless you have some other exemption. In that event, depend- 
ing upon what the nature of the enterprise is, a registration statement 
is filed on one form or another-—— 

Senator Martone. How many forms do you have? 

Mr. Woopsivg. There is a general form known as form S-1, which 
is used by a great many companies in the extractive industries, and 
in substantial volume. There are two specialized forms for mining 
enterprises in the exploratory or development stage, and a person has 
a choice. In one case, in the event there are no claimed ore reserves, 
there is an exceedingly simple form. In the event that the enterprise 
has reached a stage where it has some ore reserves and they want 
to talk about it, there is form S-3, which calls for certain information 
about those reserves which isn’t called for by the other form. Both 
of those forms, I think it is fair to say, are fairly simple things. 

Senator Matonr. What checking do you do in that case? 

Mr. Woopsipr. The administrative process, Senator, varies some- 
what from that in the regulation A cases. A|l registration statements 
under the current procedures are filed in Washington. We haven't 
been able to afford a regional registration unit for a good many years. 
The San Francisco unit was abolished back in 1949 or 1950. Up to 


that time, a man in the Western part of the United States could file a 
registration statement in San Francisco and have it processed there. 
Now it has to come here. 


TECHNICAL ASPECTS OF PROJECTS SCRUTINIZED BY EXPERTS 


The statement is given precisely the same general type of review 
and analysis that any other statement is given, which means, in effect, 
that it is scrutinized to see whether on its face it appears to comply 
with the informational requirements, not to have false statements, 
misrepresentations, or statements which perhaps are ambiguous or 
misleading or might leave the wrong impression with strangers to the 
situation. 

In all cases involving engineering or appraisal problems, the Com- 
mission and the staff have for their consultation and advice three engi- 
neers. There is a petroleum engineer, an industrial engineer, and a 
mining engineer. 

Senator Matone. They are employees of the Commission ? 

Mr. Woopsipe. They are employees of the Commission. They are 
asked to scrutinize cases where their competence is required to assist 
the rest of us on techincal points that are beyond our knowledge. We 
don’t claim to be and I don’t think any Commissioner ever claimed to 
be prepared to sit as a petroleum engineer or an industrial engineer 
or a mining engineer on a technical engineering problem. 

We do employ those persons to assist in a review of engineering 
reports and representations concerning the technical engineering as- 
pects of a deal, whether it is petroleum, mining, manufacturing or any- 
thing else, if that kind of problem is presented. 
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Senator Matonr. What do you check it for? Do you check it for 
accuracy or how far do you go? 

Mr. Woopsipr. You mean the report ? 

Senator Matone. Yes. 

Mr. Woopsie. The report and representations based upon the re- 
port are reviewed primarily from the ras of view of determining 
whether or not the person has employed the generally accepted prin- 
ciples of his profession. 

Senator Matonr. In other words, if they said they had estimated 
reserves of 100,000 tons of a certain type of ore, your engineers would 
check that statement ? 

Mr. Woopswwr. The probability is that if just that statement, and 
nothing more, appeared in an enginneer’s report in a prospectus, we 
would make some inquiry as to the basis for or method of arriving at 
that estimate. 

Senator Martone. If the analysis were made by an engineer of the 
company, then what would you engineer here do? 

Mr. Woopstpr. It wouldn’t make any difference, Senator, whether 
the matter that dealt with the technical problem had been prepared 
by a company employee who happened to be an engineer, or an out- 
side member of the profession brought in for that purpose; expertised 
material in a specialized profession, whether it comes from an official 
of a company or an outside expert employed for the purpose, is given 
about the same kind of inquiry, if there is a problem. There may not 
be any problem. 

Senator Martone. What is the procedure? You turn it over to your 
engineers. Then what do they do? 

{r. Woopnsipz. They prepare for the Assistant Director in charge 
of each case a memorandum which indicates that he has no observa- 
tions or comments concerning the disclosure contained in the registra- 
tion statement and prospectus or, if he has some difficulty as to the 
accuracy or adequacy of what is said from the point of view of its 
truth or falsity, he will express himself to the Assistant Director, who 
will consider that along with everything else that is involved in the 
treatment of that case. And he will then determine what should be 
said to the registrant and how it should be said; or if he is in doubt 
as to what the procedure should be, the case will be taken to the Com- 
mission for the purpose of deciding what we do next. 

Senator Martone. Does your engineer ever go on the ground? 

Mr. Woopsipr. You mean as a routine matter? 

Senator Martone. Your engineer. 

Mr. Woopsipe. Our engineer on occasion makes a field trip. As a 
general proposition it, like every other aspect of our Commission, is 
an office review and, as I said, it is from the point of view of whether 
this thing ap ears on its face to be satsifactory. 

Senator |] lnaae, If he does not say anne in the lication 


app 
uls prospectus, what hap- 


regarding reserves of ore, but he does in 

ns? 

Mr. Woopsipr. You mean claims of ore reserves are made in the 
prospectus ? 

Senator Matone. Estimated reserves of ore. 

Mr. Woopsinr. We would still have the problem of not knowing, 
as nonengineers, whether that was en accurate representation or not, 
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and we would call upon the engineer’s assistance as a technical man 
to advise us; and if he was troubled by the statement or was of the 
view that we ought to have something which would indicate support 
for it or establish its truth or falsity, we probably would inquire. 

Senator Martone. You would ask about it. Suppose that he had not 
said this in his application and you granted his application, and he 
was in the process of selling his securities and development was going 
on on the ground. The salesman probably does not know much more 
abut mining than you do. He knows how to sell securities. He takes 
the word of the technicians on the ground. He is informed that they 
have 50,000 tons blocked out or they have something else prospected 
or estimated. What do you do about that ? 

Mr. Woopsiwwe. Let me see if I understand your question, Senator. 

Senator Matonr. What do you do about it after you have granted 
the permit, and the sale of securities is on ? 

Mr. Woopsine. Oral representations are made. 

Senator Martone. And there is an oral representation that it is esti- 
mated there are so many tons of reserves or barrels of reserves blocked 
out. What do you do then when someone doubts it ? 

Mr. Woopsivg. Senator, I guess that goes on all the time. 

Senator Matonr. What do you do about it? 

Mr. Woopsinz. I would guess also that it is a rare case that comes to 
the attention of the Commission in time for us to do anything about it. 

Senator Matong.. What have you done in the past ao it? Have 
you had some experience in that regard ? 

Mr. Woopsive. There have been investigations into the conduct of 
brokers, dealers, and company officials in the sale of securities after a 
statement has become effective or after a company has qualified for an 
exemption. There have been investigations. There have been injunc- 
tions sought. There have been criminal prosecutions. But I believe 
it is fair to say that our enforcement staff is not large enough to cover 
the field. 

Senator Martone. Iam concerned about the very fact that you can 
do these things and that it has been done. You have engineers to check 
and they have checked and they have held these people up. I want you 
to understand I am not talking about companies like Phelps Dodge Co. 
or Anaconda or people that have great reserves.. I am talking about 
the little people that want to get in business and do not have something 
that they can sell to a big company. 

I did not do much to help it except lend my presence to it, but the 
Anaconda Co. had a prospect a hundred miles out of Reno which did 
not interest anybody but me, I suppose, out in Nevada. 

When they were talking about reserves of copper everybody said 
there is none in the United States. This has been going on for years. 
Mr. Ickes said there is no copper in this country. You must import it. 
I said there is more copper a hundred miles out of Reno, Nev., than 
you will need in this country in the next several years if you will dig it. 

But if an ordinary company had come to get your permission I do 
not say that you would have held them up for two or three years but if 
you followed the usual tactic they would have been held up in- 
definitely. They have now spent $40 million out there. They see 10 
years’ operations. They probably will have another 10 by the time 
that 10 is gone. It is one of the best copper deposits in the United 
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States. Some of us knew it was there. I made a patent survey of three 
claims there in 1920. It was a hard winter down there. I did not 
have much work, and old Three-finger Jack, a prospector, did not 
have any money, so I made a deal with him. He raised the money to 
pay the Government fezs and the State fees, and I did the work and got 
the money when he got it. That is the way mining is done, and those 
are the kind of people who find these mines. They are the kind of 
people who certainly do not think much of your organization. 

We know what is going on, and we know you and we know you do 
not know very much about us, so we write you a nice report and you 
pass it. These people do not know how to do that. You are only one 
factor, but with three or four factors working together, you have 
taken them all out of the hills, practically. 

It is just the kind of thing that you read to me that does it. Many 
of the people who sit back here in Saeed and pass on their life’s 
work have never seen a mine or an oil well, or if they have they flew 
over it, and known nothing about what they are doing at all. 

In general, for your information, that is what is the matter with 
your organization. I think from your experience you ought to know 
something about it. At least you know about organization. The rules 
and regulations that you are entitled to make can prevent anybody 
from going into business. It is not your fault that you are entitled 
to do that. That is the fault of Congress, which has been doing it now 
for 20 years. 

Commissioner Demmurr. I was hoping you would say that for me, 
Senator. 

Senator Martone. But it is your fault that you take advantage of 
it if you do not know the business well enough that you do that, as you 
have just read. Someone goes into business and tells you he is going 
to do certain things and cannot do it, and he is not clever enough to 
leave the ends open as a good attorney or even some engineers would 
be clever enough to write it for him if he had the money to hire them. 

One of the reasons I wanted to hear what you had to say is because 
I think it is a roadblock in general, and it is not entirely cleared up 
according to your own specifications and rules. 

You are not stopping people who have money or engineers and at- 
torneys who know their business from long experience. The people 
you are stopping are the people at the grassroots who know about these 
things but have to start from scratch or they have to sell out to some- 
body or take in a partner and give away most of it to someone who 
has the money or the experience. 

Are you through with describing the rules and regulations beyond 
re Did you read off all the rules and regulations that you have 
there ¢ 

Mr. Woopsipr. I haven’t read any of the registration and require- 
ments. I will be glad to submit copies of the forms for the record if 
you like. 

Senator Martone. No. 

Mr. Woopsipr. I would like to say, Senator—I don’t know whether 
this was brought out in your earlier discussions with representatives 
. the Commission or not. This regulation we have been talking 
about 
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Commissioner DemmMLer. You mean regulation A, the exemption. 

Mr. Woonsipr. This exemption regulation, regulation A, was 
adopted only after it had been sent out for comment all over this 
country. 

Speaking from memory now, it is my recollection that the comment 
of the Mining Congress was generally pretty good. I think they 
would have been perhaps a little happier if we had gone along with 
them on a couple of points where we Nid not go along with them, but 
the communications I received from them would indicate that a good 
part of the disquietude that you referred to no longer at least is as 
serious as it formerly was. Again I am speaking from 1 memory. 

Senator Matonr. From what you have said I doubt if it is quite as 
serious, but let me say that one of the things that discourages venture 

capital in speculative enterprises—and of course mining, oil, drilling, 
and many other industries will always be speculative, it doesn’t make 
any difference what anybody says, until after the tonnage is blocked 
out, and then they don’t need your help or anyone else’s to sell that 
stock—is the mere fact that there is an individual in Washington who 
sits in judgment and can at any time make a rule or a regulation that 
can put them out of business, the fact that they are sitting there. 

In 1934 Congress passed a law transferring its constitutional 
responsibility to lay duties, imposts, excises, to the Secretary of State 
to do anything he saw fit, to mject the political factor, the overall 
economic factor, good will and all the elements that affect this country 
in his judgment. He has proceeded to do nothing but lower tariffs. 
Some company in business that needs that protection knows he sits 
there, and tomorrew they can read that he has cut it in two and put 
them out of business. 

The fact that he sits there, able to do it, discourages what we say we 
want to promote, and that is investment of venture capital. 

You sit here with full power tomorrow to make any rule or regula- 
tion you want to make, practically speaking, to m: ake these people 
come in and register in practically any way that you want them to do. 
You testified to that. You can ch: unge the rules and regulations after 
a man is in business and ask him to file certain things that m: aybe can 
not be done. Washington has them sitting on top of every hill in the 
area to make their own rules and regulations to carry out a congres- 
sional act that is very broad. You just have everybody down to your 
size so that they are just a little punchdrunk. 

The fact that you have loosened this business up a little bit in the 
last few months is a very good sign, and some of the ones that are 
not entirely out may take ‘advantage of it. But you sit there and 
from your own confession knowing “nothing about the mining or the 
petroleum business, yet you are one of the “advisers to the new com- 
missioner, who himself probably has a lot to learn about this business 
from the standpoint of a Government official. 

I will just say to you, the fact that you have that power discourages 
just about everyone except the old hedgehogs that have the disease, 
and they are dying off and the young fellows are not going into it. 
They are going into some other business. 

Did you have an additional statement you would like to make? 

Mr. Woopsipr. I would like to say that I know of no occasion on 
which the Commission has passed a rule that had retroactive effect. 
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Senator Matone. No, it would not have retroactive effect, but it 
would have a future effect on a going concern. That is true, is it not? 

Mr. Woopsipg. Perhaps I misunderstood you. 

Senator Martone. Any rule you pass now with reference to the min- 
ing industry or the petroleum industry or any other industry would 
have an effect on the future actions of a going concern, wank it not? 

Mr. Woopsipe. Only in the event they wished in the future to sell 
securities to the public. 

Senator Martone. That is true, and generally they do if they are 
still operating and have not become millionaires overnight by falling 
into a rich deposit or a rich oil well. 

Commissioner Demourr. I wonder if I might add just a couple of 
things, Senator. 

Senator Martone. Yes. 

Commissioner Demmurr. One is that so far as what you might call 
the small prospector is concerned—— 

Senator Matonr. There is not any any more. The scalps are on 
their belts. The boys have got them. 

Commissioner Demmuer. The complete absence of any requirement 
beyond the mere sending of a simple letter which anyone could write, 
a letter of notification, that prospector has nothing to do with our 
commission up to an issue of $50,000, if he claims that exemption. The 
intrastate exemption, that is, the exemption which applies to the sale 
by a Nevada issuer to a Nevada resident, insulates him from all con- 
tact with our commission. So $50,000 should be enough to get a good 
many kites off the ground. 

Then I also want to make reference to the factor.of delay that you 
mentioned. The statutory period for normal registration, that is, for 
one that is not exempt, is 20 days. Under the statute, not under our 
rules, but under the statute if there is an amendment made, the 20 days 
starts to run all over again. But.the average time during the last 
couple of years from the first filing until the statement becomes effec- 
tive and securities can be offered I believe is 2114 days. 

Also, so far as our procedures are concerned and our stopping some- 
thing after it is started, I think it is of some interest that we had only 
one so-called stop order on a registration statement in 1952 and haven’t 
had any in 1953. 

Senator Martone. I think that is a very good record, but I will sa 
to you that when you ask for further information and it is furnished, 
it is called an amendment, is it not ? 

Commissioner Demmurr. That is right. 

Senator Matonr. So that can go on indefinitely and it has been 
known to do that. 

Commissioner Demmuer. My point is that despite the fact that that 
is something which can happen, the fact that it does not happen in a 
big number of cases is illustrated by the fact that the total elapsed 
time average is 2114 days. 


FRUSTRATIONS OF THE SMALL PROSPECTOR 


Senator Martone. I hope that you will be kind enough to allow us to 
keep in touch with your work from now on, but I think that still you 
have forgotten that layer below the attorney and engineering stage 
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where they haven’t the money to hire attorneys and to hire engineers 
to go ahead and do all the work that is necessary. Most of the mines 
in this country try, and all of the prospects—I think you could say 
that not all, of course, but 90 percent—are discovered by people who 
have no money to amount to anything. 

Maybe two or three people are putting up the expenses, and any- 
thing they find is shared. So what we finally run into here in Wash 
ington, where everybody is set up on a grand scale, on good salaries, 
eating good food, and with good shelter, is that they forget what they 
are set up for and start to take into consideration only the people who 
are big enough to come here or send someone here or write just the 
kind of letters that you are able to write and that I can write myself 
if it is necessary. 

I have had experience as you have had in my business and in your 
business, but there are people who have not reached that point yet. 
They are the Threefinger Jacks that I have talked to you about. No 
one even knows the last names of a lot of them. They do know how 
to live out in the hills and keep pecking at the rocks until they bring 
something in. Of course they bring in dozens and dozens of prospects, 
but only once in a while one that an engineer or somebody can go look 
at. Of the ones they look at, maybe 1 out of 100 they recommend some 
money be expended on, and then only 1 out of many dozens of the 
ones that they recommend money be spent on results in any kind of a 
mine. 

What this outfit has done in the last 20 years—and I hope you are 
changing it—is to take those people out of the play. They just have 
no place in the picture. Therefore, the prospects don’t come in any 
more. Something has to be done to encourage the venture capital 
again. You are on only one item. The tax item is another one. If 
what I have said is true—and it is my experience and observation— 
that out of hundreds of prospects you mints finally get a mine, some- 
body put a little money in all this Seateass and the tax item then take 
it away from him so he cannot catch up with the money or have diffi- 
culty in catching up with the money that he has already spent. 

I am talking about the little people, not the ones that have grown 
big enough to handle some kind of fund for that purpose. 

So I come back to this again: There are about four or five organ- 
izations in Washington that complete the picture and finally I think 
have just about stopped the flow of venture capital into the specu- 
lative field, the venture field. 

I think you have made a good start with these new rules. Some 
of them seem still to be cumbersome. 

Commissioner Demmuer. I wonder if I could add something to 
complete my story—I am awfully glad I thought of it—in connection 
with your reference to what the man can do who has no money 
and who wants to start out. 

I have mentioned the so-called intrastate exemption, in which they 
can forget we exit. I mentioned the $50,000, in which there is nothing 
more involved than a mere letter notification claiming the exemption. 
There is another exemption, what you might call an exclusion from 
the act. The act does not have anything to do with offerings which 
are not public offerings. So the small man or the large man, too, 
for that matter, who sells securities to such a limited number of 
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persons that there is no public offering involved has no contact with 
our commission and we have nothing to do with him. 

What that number of persons is may depend on the circumstances. 
In other words, I would think probably an offering to 50 widows and 
orphans would be considered a public offering, whereas an offering 
to 50 sophisticated investors or even 100 highly sophisticated institu- 
tional investors would not be considered a able offering. 

Senator Matonr. Upon whose judgement would that depend ? 

Commissioner Demmuer. That would ultimately depend upon the 
court. 

Senator Matone. But you would have the first judgment. 

Commissioner Demmuier. Only by way of an interpretive ruling. 

Senator Marone. How is that? 

Commissioner DemMLer. Someone could come to us and say—and 
this very frequently happens—‘We propose to make an offering of 
$750,000 worth of securities and we propose to offer it to 50 people. 
Would you consider that a public offering?” We can say yes or we 
can say no, but our opinion has absolutely no legal force. The only 
way it could be tested would be in court. 

Senator Martone. That is true, but suppose you said yes that it 
was, then it would be in effect, would it not, unless he took it to court ? 

Commissioner DemMuiER. Suppose we said it was a public offering. 

Senator Martone. Yes. 

Commissioner Demmuer. No; he could go ahead and say, “You 
are wrong. Iam going ahead.” 

Senator Martone. Then he could be sued and then it would go to 
court, but he would have your ruling against him. 

Commissioner Demmuer. Our ruling against him I would think 
would have no particular force on the court at all. 

Senator Martone. I do not think as an attorney you would say that 
is the record. Generally you are starting behind the eight-ball, if 
you have. 

Commissioner Demmier. You are taking a calculated risk, yes, sir, 
but I don’t know of any instance actually in which there has been— 
I do know of one case, the Ralston Purina Co. out in Indiana made 
an offering to some 500 employees of all grades on the theory that 
it was a private offering, not a public offering. The Commission 
asked for an injunction, and the junction was denied. That denial 
was affirmed on appeal by the court of appeals. The Supreme Court 
reversed and held it was a public offering. There are practically no 
lawsuits on that particular problem. 

Senator Martone. I don’t know of any. All I do know—and this of 
course must be admitted by anyone—is that you are here to make your 
own rules and regulations, which are very broad under the law, which 
can be very broad and very restrictive. The way it has been done over 
a period of 20 years is to harass these people. You have them in a 
frame of mind so they are } ittery because the fact that you are here and 
can do it, just one man. ‘There is a commission, but you are the chair- 
man, and if you made 7 your mind to pass a certain restrictive rule, it 
looks all right to the public because they do not understand the kind of 
speculative enterprise that you are dealing with. Therefore, because of 
the fact that you can do that and because of the fact that the State 
Department can put anyone out of business who is protected by tariff 
at almost any moment they want to, you just have everybody jittery. 
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Venture capital, I think you know, is getting fairly scarce except 
where you have of course in the oil and gas business your little deple- 
tion allowance and you have a certain amount of it in mining industry. 
If it were not for those two things we would not have anything today in 
either field, because you have stopped the other kind of capital from 
going in. 

It looks all right to you. You live in Washington. You have been 
here by your own admission about 20 years, Mr. Woodside. You do not 
know anything about either one of the industries you are dealing with, 
which we have 3 be en talking about today, but you do have a sense ‘of bal- 
ance that you have deve sloped here and no doubt you are a very honest, 
conscientious Government official. But that is not enough. 

The facts are, then, that all over this Nation, with the various con- 
trols that we have and the various government institutions that can 
move in if they want to, everybody is }umpy and jittery and the venture 

capital is not available as it used to be for these enterprises. 

That is the angle that we wanted to build a record on, and I think 
we have done it today. I think it is all right. 

If you care to, if there is anything more that you think would be help- 
ful to the committee, you could write us a letter and send us any of the 
rules and regulations that you have established which you think it 
might be helpful for the committee to know about. We appreciate 
very much your presence here and I wish you a lot of good luck. 

Commissioner Demmurr. Thank you, sir. We will need it. 

Senator Matone. The committee will be in recess subject to the call 
of the Chair. 

(Whereupon, at 4:30 p. m. the committee was recessed subject to the 
call of the Chair.) 
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STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


THURSDAY, DECEMBER 17, 1953 


Unrrep Srates SENATE, 
SrecIAL SUBCOMMITTEE ON MINERALS, MATERIALS, 
AND Furets Economics, oF THE 
ComMItTTeE ON INTERIOR AND INsvLAR AFFAIRS, 
Washington, D.C. 
The subcommittee met at 2:20 p. m., pursuant to recess, in the com- 
mittee room, 224 Senate Office Building, Washington, D. C., Senator 
George W. Malone (chairman of the subcommittee) presiding. 
Present: Senator George W. Malone, Nevada. 
Present also: Jerome S. Alderman, counsel to the subcommittee, and 
George B. Holderer, subcommittee engineer. 
Senator Matonr. The subcommittee will be in order. 
Mr. Robert N. Hawes, counsel for the Hardwood Plywood Institute, 
is the first witness. 


STATEMENT OF ROBERT N. HAWES, COUNSEL, HARDWOOD 
PLYWOOD INSTITUTE, WASHINGTON, D. C. 


Senator Matone. Mr. Hawes, I think you are generally familiar 
with the. objectives of our subcommittee. The objectives are as out- 
lined under Senate Resolution 143, to investigate and report to the 
Senate on the availability of critical materials in time of war, for our 
expanding economy, and for our security. 

“In time of war” puts another factor in this investigation. There 
are about 77 of those materials altogether, and they are available to 
this Nation; but in time of war it is necessary to get them from areas 
where the transportation lines can reasonably be kept open. We have 
heard some testimony from the armed services in that connection, and 
we will hear more. 

We are very much interested in your industry in any case, but we 
are interested in particular to know what part of your industry is 
utilized particularly in time of war, and which might be a little bit 
difficult to obtain under certain conditions. 

If you have a written statement you may comment from it, read it, 
or offer it for the record, and give us information you think might be 
helpful to the subcommittee. 

Proceed, Mr. Hawes. 

Mr. Hawes. My name is Robert N. Hawes, and I am an attorney, 
with offices in the Bars Building, Washington, D.C. I am counsel for 
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the Hardwood Plywood Institute, which is a nonprofit association 
whose members are producers of hardwood plywood. 

Hardwood plywood was a critical material in the world war and 
was used to a great extent in military programs, particularly at that 
time in lightweight bombers. It is also used to a great extent in 
packaging products, and it has a large war use in that respect. 


EFFECT OF IMPORTED PLYWOOD ON DOMESTIC INDUSTRY 


Our interest in this hearing is particularly with reference to the 
effect that imported plywoods are having on our industry. 

Rather than read from this statement, which is rather voluminous, 
I would like to refer to some specific parts and then file the statement 
with the committee. 

Hardwood plywood imports for 9 months of 1953 are 3,550 percent 
over plywood imports for the year 1937, which was the peak year of 
plywood imports prior to World War II. 

The problem faced by our industry can be stated very simply. The 
American plywood industry finds its market flooded with low-priced 
foreign plywood produced at a low unit cost due to cheaper material 
costs and cheap labor costs. I use the word “cheap” advisedly, as 11 
cents an hour is cheap, in our opinion, in any language. 

Plywood imports did not present a oe until our foreign aid 
program rehabilitated old capacity and built new capacity, and the 
State Department, in order to assure a market for this production, 
agreed to reduce United States tariffs on plywood at Torquay, Eng- 
land. The combination of these actions had the effect of building for- 
eign plywood production capacity and creating a market, with the 
result that the American plywood market is now flooded with imports. 


RESULT OF CONFERENCE AT TORQUAY, ENGLAND 


Senator Matone. Let me ask you at this point, Mr. Hawes, just who 
was this trade agreement with? It was a trade agreement; was it not? 

Mr. Hawes. It was a trade agreement under the trade conference 
at Torquay, England, under which we granted the concessions to 
Canada. 

Senator Matone. It was under the 1934 Trade Agreements Act, and 
negotiated by whom ? 

Mr. Hawes. It was negotiated by the United States with Canada, 
put under the reciprocity the reductions were granted to all of the other 
nations participating. 

Senator Matonr. Is that what they call the most-favored-nations 
clause ? 

Mr. Hawes. In order to secure the reduction as the most-favored 
nation, you do not necessarily have to be a party to the agreement. 

Senator Martone. Yes. But I mean when you make an agreement, 
we will say, like this one with Canada, and we agree to reduce the tariff 
on some certain material, which in this case was plywood, then all 
other nations, with maybe certain exceptions, but generally speaking 
all other nations get the advantage of that lowering of the tariff with- 
out any agreement whatever; is that it ? 

Mr. Hawes. It works this way, Senator: Some of them will sign 
the general agreement which covers all the reductions, and they get 
it that way. 
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Senator Martone. On both sides. 

Mr. Hawes. Others don’t even have to sign the agreement to re- 
ceive it. 

Senator Martone. Under the most-favored nations clause, it isn’t 
necessary to sign it. 

Mr. Hawes. That is right. Japan, for instance, did not sign the 
agreement at Torquay, but they received the benefit of the reduction. 

Senator Martone. There have been some complaints over the years 
that they often will make an agreement with a nation that perhaps 
is not the chief producer in that particular line, but then the chief pro- 
ducer or other large producers, without making any concessions, get 
the same concession from us. 

Mr. Hawes. That is exactly what happened here, Senator. 

Senator Martone. Do you have a copy of that trade agreement with 
you? 

Mr. Hawes. No, I don’t believe I have. 

Senator Matone. Can you produce it for the record ? 

Mr. Hawes. Yes. The Torquay agreement ? 

Senator Martone. The one that involves your business. 

Mr. Hawes. Yes. 

Senator Martone. Could you do that this afternoon? Do you have 
it at. your office ? 

Mr. Hawes. It is in my office. 

Senator Matone. If you will, it will appear as a part of the record 
at this point in your testimony. 

(The document referred to was furnished and was placed in the 
committee files. ) 


TARIFF REDUCTIONS ON PLYWOOD 


Mr. Hawes. The reduction in tariff at Torquay on plywood was 
from 20 to 15 percent on birch plywood, and on all other species from 
40 to 20 percent. 

Senator Martone. What were the arguments for the reduction? 

Mr. Hawes. Senator, that I cannot answer. I have been advised 
that the Canadian Government insisted upon this reduction. It is a 
little hard to believe, because the Canadian production is primarily 
birch plywood and they do not produce any quantity of any other 
species. The principal reduction was on species other than the birch. 

n other words, they reduced it on the others. 

Senator Matone. What nation got the greatest advantage in that 
other reduction ? 

Mr. Hawes. Finland and Japan. 

Senator Matonre. And they were not a party to the agreement ? 

Mr. Hawes. Finland wasa party tothe agreement. Japan was not. 

Senator Matonr. But they do produce quite a large amount of the 
same material ? 

Mr. Hawes. Japan is now the largest exporter of plywood to the 
United States. 

Senator Matone. That is what I object to. Often not even the 
chief competitive country is a party to the agreement, and very sel- 
dom are all that are affected a party to it. 

Mr. Hawes. That is true. 

Senator Matone. In other words, they make no concessions but get 
the same advantage. 
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Mr. Hawes. That is correct. We have often felt in this particular 
case that the reduction may have been asked through one country at 
the instigation of another. 


COMPARISON OF WAGES AND COSTS 


Senator Martone. It is not the first time that suggestion has been 
made that that may be the way it has been done. 

Right at this point, what is the comparison of the wage rates—I 
notice you have some information here—let us say in Japan, Canada, 
Finland, and the United States ? 

Mr. Hawes. The Canadian rates run from about 10 to 15 percent 
less than our rate. In Japan the wage rate for a worker in a plywood 

lant is $23.20 a month for 2314 days, 202.8 hours. This would make a 

aily wage of 98.6 cents and an hourly wage of 11 cents. In Finland 
the hourly wage is 58 cents. The average worker in the United States 
hardwood plywood industry works 20 days a month, 8 hours a day, for 
$10 a day, with an hourly rate of $1.25. 

Senator Matonr. Is there any comparison that you can make as to 
their efficiency? That is to say, the output per man-day, or whatever 
comparison you might make. 

Mr. Hawes. The hardwood plywood plants throughout the world 
are patterned after the American plants. The Economic Corporation 
Administration furnished in 1 year alone, I think 1950, something like 
$6 million for new equipment for foreign plywood plants. They have 
the same type equipment. Their labor, certainly in Japan, Finland, 
West Germany, France, e7@ Ttaly, is just as efficient as the American 
labor. 

Senator Matong. And the plants are the same type and have the 
same efficiency ? 

Mr. Hawes. That is right. I have made a comparison of costs based 
on the unit square foot, the same unit used throughout the world. 
These figures on the foreign costs are taken from United States Em- 
bassy reports. Onvour costs they are based on averages obtained from 
the mills. 

This shows for the Japanese Lauan, or Philippine mahogany as it 
is called, their cost per square foot is 4.8 cents. The Finnish birch, 
which is a similar material to our birch, is 9.7 cents a square foot. The 
United States cost is 22 cents for birch and 9.7 cents for gum, taking 
the cheapest and the ree plywoods to give you those figures. 

Senator Matong. You would say, then, that practically the only dif- 
ference is in what you pay for labor ? 

Mr. Hawes. That is right. The cost of material is affected by cheap 
labor, too. If you bring a log in it has to be cut into veneers before it is 
manufactured into plywood, so the labor cost runs from the raw 
material right through to the time it is loaded on the ship. 

Senator Martone. Is there any difference worth noting in the efficiency 
of the labor in the plants? 

Mr. Hawes. No. I think from what reports we have on their effi- 
ciency and what we know from people who have been there, their 
plants are very efficient operations. 

Senator Martone. About the same as ours? 

Mr. Hawes. Equal to ours. 

Senator Martone. Go ahead. 
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Mr. Hawes. The Japanese lauan plywood, a quarter-inch panel, 
which is the bellwether panel, is being sold in the United States, duty 
paid, for $89 a thousand square feet. This is approximately $10 less a 
thousand square feet than the cost, with no profit, to a domestic pro- 
ducer for a comparable gum panel. 

Finnish birch plywood 4 sold in the United States for $102 a 
thousand square feet, which is $24 less than the cost of the birch veneer 
alone in the American product. 

The hardwood plywood shipment figures for the third quarter of 
1953 show a loss of approximately 14 percent, 13.9 percent, under the 
second quarter of 1953. The second quarter was approximately 10 per- 
cent under the first quarter of 1953. So the decline is steady, and it is 
exceedingly alarming. 

Senator Matone. What is added per square foot by the water freight 
to this country in the case of Finland and Japan and the freight in the 
case of Canada ? 

Mr. Hawes. I haven’t the figures on freight from Canada, but the 
weight freight from Japan is $19.38 for a thousand square feet of 
quarter-inch panel. The rate from Finland is about $7.50. 

Senator Martone. What would that make it per square foot? About 
2 cents ? 

Mr. Hawes. $19 a thousand would make it 0.2 of a cent a square foot. 

Senator Martone. You said per thousand. 

Mr. Hawes. Yes. It would be 2 cents per square foot for Japanese, 
and 7 mills for Finnish. 

Senator Martone. You do not have an idea what it might be from 
Canada? 

Mr. Hawes. No. The Canadian situation is quite different in ply- 
wood from that of what we term the foreign situation, Japan, Fin- 
land, and countries outside this continent. The Canadian birch ply- 
wood, which they import to the United States, comes in at a price 
which, with the duty, makes it sell competitively with the American 
product in this market. That is not true for other countries. The 

gures here, which I have set out in considerable detail, show the 
average prices and the average declared value, and in most instances 
the declared values are well under $100 a thousand, which is below 
our costs in all cases. 

Senator Matoner. Go right ahead. 

Mr. Hawes. The industry has fixed a complaint with the Treasury 
Department under the antidumping law and has substantiated that 
complaint with invoices which establish that hardwood plywood is 
being shipped from Finland and Japan and sold to the United States 
at less than domestic price in the country of origin. We have heard 
from the Bureau of Customs—— 

Senator Martone. Less than the selling price in the country of 
origin ? 

Mr. Hawes. Yes. Under the antidumping law an antidumping 
duty is assessed where the declared valuation given is less than what 
the same product is being sold at in the foreign country. 

Senator Martone. Before we get too involved in all the details of 
it, which are very interesting to me as chairman of the subcommittee, 
and I am sure will be to the members, and very necessary to go into 
the record because of the fact that there are 13 Senators on the main 
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committee and 5 on our subcommittee, tell me what is the answer 
to this problem, in your conclusions? 


RECOMMENDATION FROM PLYWOOD INDUSTRY TO PERMIT RECIPROCAL 
TRADE AGREEMENTS ACT TO EXPIRE 


Mr. Hawes. Senator, we recommend that the Reciprocal Trade 
Agreements Act be permitted to expire. We do not believe it should 
be extended under any circumstances. 

Senator Martone. Why? 

Mr. Hawes. In the first place, we do not believe it is reciprocal. 
Everything that has been indicated to us and proven to us is that 
it is a one-way street. The United States is giving, and receiving 
nothing in return. 

Senator Martone. Do you think it is a plan to help other nations 
more than any reciprocity ? 

Mr. Hawes. I am sure that it is a plan to help other nations, as a 
matter of fact, in plywood. 

Senator Matone. What is your answer to the argument that if we 
are going to sell products in these nations we have to buy something? 
You hear that argument all the time. What is the asia of that 
argument ? 

Mr. Hawes. Senator, of course I am not an expert, and I can’t speak 
for other products very well. From the information that I have 
and from the study that I have given it, I believe there are many 
areas and many products that we could afford to purchase, whereas 
there are other products which, due to the cheap labor and the relative 
cost of unit production in other countries, we cannot afford to import. 

Senator Matone. What is it that you can afford to import? 

Mr. Hawes. I would say I think we can afford to import auto- 
mobiles without tariff. I think we can afford to import some other 
products which are competitively priced with the domestic product. 

Senator Matone. If they are competitively priced on the basis, say, 
of fair and reasonable competition, with an adjustable tariff or duty, 
then that is a fair competition, and you are not afraid of fair and 
reasonable competition ? 

Mr. Hawes. Not at all. 

Senator Martone. What I am trying to get from you is, what are 
these products that you think we can afford to import without a duty 
set on the basis of fair and reasonable competition? You say automo- 
biles. Ford says he can produce the cheapest automobile in the world 
and the cheapest tractor in the world with his $3.50-a-day labor and 
send them back here and sell them. Why do you say automobiles? 

Mr. Hawes. Mr. Ford is the gentleman who in a recent speech in 
New York said that we who felt we were injured by lowering tariffs 
were of small minds and not international thinkers, and he is in favor 
of free trade. The reason that he favors it, I assume, is that he can 
compete with it. Otherwise, I don’t believe he would favor it. 

Senator Matonr. Do you know how other automobile companies 
stand on it? 

Mr. Hawes. Not from them directly. 

Senator Martone. Has he not said that he can use this cheap labor 
and produce his lower priced car ? 
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Mr. Hawes. I have not seen any statement like that from him. 

Senator Matone. He did not say he would use the lower priced 
labor, particularly, as I read it, but that he could produce the cheapest 
car in the world, and in fact intended to do so and send it in here. 


EFFECT OF IMPORTS ON STANDARD OF LIVING 


If he can produce just as good a car or tractor much cheaper by 
using labor in England and Scotland and Canada, and bring it in 
here and sell it for less, do you think that is a good system ¢ 

Mr. Hawes. No, not if it means destroying American industry or 
putting our present workmen out of employment. I do not. 

Senator Martone. It is one way of knocking our wage and standard 
of living down, is it not ? 

Mr. Hawes. That isexactly what would happen. 

Senator Martone. You are not for that ? 

Mr. Hawes. I am opposed to it. We are opposed to reducing. We 
are paying an average of $1.25 an hour. If we could pay $1.50 an 
hour we would be perfectly willing to do it, because it would raise the 
standard of all of our laborers. We are not interested in reducing the 
standard of our workmen. 

Senator Martone. Do you have a labor organization in your plants? 

Mr. Hawes. Some plants do, and some plants don’t. 

Senator Matone. How do the employees themselves stand on it? 

Mr. Hawes. Our impression, as they have given it at the local level, 
is that they are very much opposed to importation of plywood. 

Senator MaLone. Would you be interested in asking any of them 
to send a statement in to the committee ¢ 

Mr. Hawes. Senator, I would be interested in trying to do that. 
We have hesitated somewhat in aepenowees our workers because of 
the position that has been taken by the international unions in the 
various hearings. 

Senator Martone. I think they ought to speak for themselves. Is it 
your opinion that the interests of the working men and industry are 
parallel on this question ? 

Mr. Hawes. I think the interests of the workingmen and the op- 
erators of the hardwood plywood plants are parallel on this question. 

Senator Martone. The same principle would apply to all other in- 
dustries, would it not ? 

Mr. Hawes. No, I don’t think so, because apparently some other 
industries feel that they would profit more by imports and exports 
and operating foreign plants, than they would by protecting their 
American plants. 

Senator Martone. You say they feel they would profit more by op- 
erting foreign plants. You could do that, too, could you not? 

Mr. Hawes. No, not economically, because in the first instance we 
are small business. We do not have the financial resources to open 
and operate large plants. 

Senator Martone. That opens a very important phase of this prob- 
lem that in ay — hasn’t been adequately explored. The Senate, 
and I think the House, have a Small Business Committee that makes 
it their business to try to help small business. If your testimony here 
is any critericn, then one of the greatest boons to small business might 
be to allow this act to expire and let the Congress, through the Tariff 
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Commission, fix the tariffs on the basis of fair and reasonable com- 
petition, 

Mr. Hawes. That would be our opinion. 

Senator Matone. Article I, section 8 of the Constitution says that 
“The Congress shall have the power to lay and collect,” just reading 
what refers to the duties, imposts, tariffs, and so on, “lay and collect 
duties, imposts, and excises * * * and to regulate commerce with 
foreign nations.” 

The 1934 Trade Agreements Act transferred that power to the Ex- 
- ive. Is that what you understand by the 1934 Trade Agreements 
Act ¢ 

Mr. Hawes. Senator, we know that is what happened, because the 
Executive has reduced the tariffs which had been Axed by Congress. 

Senator Matonr. Section 336 of the 1930 Tariff Act would imme- 
diately be operative and take over if the 1934 Trade Agreements Act 
were not extended, with the exception of where these agreements have 
already been made and are in effect. They would not be affected un- 
less and until the Executive of the United States or the Executive 
of the nation with which such trade agreement was made served 6 
months’ notice of cancellation. That would be a later consideration. 
The Tariff Commission would take over under section 336, which says 
in effect—this is not the exact language, but I have quoted it correctly 
for the record before—that the Tariff Commission shall determine the 
difference in the cost of producing an article in this country and a like 
article in the chief competitive nation and recommend that difference 
to the President, who may then through Executive order make it effec- 
tive. He cannot change it or anything else, but he may make it effec- 
tive. 

In other words, it is purely an economic factor. 

However, in the 1934 Trade Agreements Act, there was a political 
factor injected into it. Under the 1934 Trade Agreements Act, they 
can take into consideration the overall benefit to the United States, 
friendship with a foreign nation, or being able to sell more of a speci- 
fied kind of goods to a foreign nation. They can make a trade which, 
in effect, often trades a part of one industry for a market for some- 
thing else. 

Of course, there has been ample evidence here to show that very 
seldom do we get that advantage, because other nations regulate their 
currency value and set up other prohibitions against such trade. 

Mr. Hawes. I am familiar with that. 

Senator Matone. You are familiar with that. That is what it does; 
is it not? 

Mr. Hawes. That is right. 

Senator Martone. If it were not extended it would take the political 
factor out of it and go back to the basis of economics. That is what 
you would like to see ¢ 

Mr. Hawes. That is what we would like to see. In addition, Sena- 
tor, we would like to have authority in there for the Tariff Commis- 
sion to impose quotas. 

Senator Matone. They can under the Tariff Act. 

Mr. Hawes. To require quotas. 

Senator Matone. They can recommend it. 
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Mr. Hawes. When the imports essentially amount to the dumping 
of a foreign product in this market, the anti-dumping law is not a 
sufficient remedy. 

Senator Manone. Section 8 of article I of the Constitution, under 
which we operated for 175 years until 1934, when the Trade Agree- 
mertts Act was passed, provides for the duty or tariff to be fixed on 
differential in cost of production. This was due, in great measure, to 
the difference in the wage standard of living between here and abroad. 
Probably not the only result but the chief one, was to take the profit 
from sweatshop labor in Europe and Asia out of the goods sold in 
this country ; did it not ? 

Mr. Hawes. That is correct. 

Senator Matone. As the 1934 Trade Agreements Act is adminis- 
tered it put the profit back in sweatshop labor. 

Mr. Hawes. It obviously does. It is 11 cents an hour against our 
minimum wage law here, which is 75 cents. 

Senator Martone. So the nations themselves, having taken the 
— between the low-cost labor there and what the traffic will bear 
1ere, in fact have a vested interest in this low-cost labor and therefore, 
have no incentive to raise wages or the standard of living. Is that 
true? 

Mr. Hawes. None that we can see. 

Senator Matonr. We have investors abroad, with tax concessions, 
short amortization periods, and other concessions, even such as giving 
direct grants of money, and we gave $24 million to one mining 
company to produce lead and zine in Morocco. Then our investors 
acquire that same vested interest in sweatshop labor, do they not? 

Mr. Hawes. I would think they would, yes. 

Senator Martone. In other words, if labor received a higher hourly 
wage, it would take that much more out of the profits. If Mr. Ford’s 
wage went up from $3.50 to $5, theoretically he would lose that $1.50. 
He might come to the point some time when he could not produce 
that car and tractor and get it back here much cheaper than it can 
be produced by our own labor if the labor there went up to $12 or 
$15 a day as it is here. 

Mr. Hawes. It is more apt to stay low over here, and we will 
come down to it, though. 

Senator Matone. Do you believe if we keep this policy, that that 
is what will have to happen ? 

Mr. Hawes. It will have to happen in the hardwood plywood 
industry. Otherwise, these plants will close. 

Senator Martone. In other words, what I understand you to say 
is that when there is that differential between the cost of stom ea 
here and abroad, whether it is in Japan or Finland or Canada or 
anyplace else, eventually you either lower your labor costs, wages, 
and write off your investment to meet it, or close your plant? 

Mr. Hawes. That is correct. 

Senator Martone. That is what you are saying to the committee 

Mr. Hawes. That is correct. 

Senator Martone. Go right ahead. 

Mr. Hawes. We have not reached a point where we can easily 
measure the damage of the imported plywood on a basis of dollars 
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and cents. However, we know that at the present rate of imports 
the industry is being seriously damaged. The fact of the matter is 
that a lot of these plants are small plants having 2 million to 214 
million square feet of production a year. The loss of a couple of 
hundred thousand square feet to such a plant is the difference between 
a profit and a loss in its operations. As soon as they reach # loss 
in their operations, it means, first, they start closing down. They 
will work only 2 or 3 days a week instead of the usual 5. That is 
occuring in some plants in the South today. 

The next is the question that wages must be lowered if they are to 
continue. 

Senator Martone. I read awhile ago excerpts from section 8 of the 
Constitution of the United States, where Congress is charged specifi- 
cally with the responsibility of regulating duties, imposts, and excises, 
which we have come to refer to as tariffs and import fees, and to 
regulate commerce with foreign nations, which we normally call 
foreign trade. 

The amendment to the Tariff Act of June 12, 1934, was passed to 
expire in 3 years, and has been extended periodically for 3 years each 
time, until 1951 when some of us were able to cut it to 2 years, and 
this year 1 year was recommended and passed. Now it is due to 
expire June 12, 1954. It amended the Tariff Act of 1930 by adding 
at the end of title IIT the following: 


Part III.—PROMOTION or ForREIGN TRADE 


Sec. 350. (a) For the purpose of expanding foreign markets for the products of 
the United States—- 


et cetera. 


It then goes on to say that if the President—finds as a fact that any existing 
duties or other import restrictions of the United States or any foreign country 
are unduly burdening and restricting the foreign trade of the United States and 
that the purpose above declared will be promoted by the means hereinafter speci- 
fied, is authorized from time to time— 

(1) To enter into- foreign trade agreements with foreign governments or 
instrumentalities thereof; and 

(2) To proclaim such modifications of existing duties and other import restric- 
tions, or such additional import restrictions, or such continuance, and for such 
minimum periods, of existing customs or excise treatment of any article covered 
by foreign trade agreements— , 
et cetera. 

In other words, it took it out of the hands of the Tariff Commission, 
an agent of Congress, and put it in the hands of the executive, thus 
injecting the political factor. If in his judgment it is a good thing to 
do, he can cut the tariffs. He could raise them, but no President has 
ever done that, as far as I know. 

The phrase seneneOne trade” does not occur in the amendment at 
any place or in any form. 

Mr. Hawes. No. 

Senator Matone. Congress does not need to pass any act. All they 
have to do is let it alone. If they do not renew the act, it reverts to the 
Tariff Commission by law, as set out in section 8, Article I of the 
Constitution. That is what you want, is it not? 

Mr. Hawes. That is correct. 

Senator Matone. Go ahead. 
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Mr. Hawes. Senator, with regard to the Trade Agreements Act, we 
have in process of e paration a complaint under the escape clause 
provision, section 7 (a). Ofcourse, the data required to support such a 
complaint is very voluminous, and it is a tremendous job to secure all 
the information to get the complaint in such form as to file it. We 
expect and we hope that early next year we will have that complaint 
on file. 

However, we are rather discouraged, and have little heart in this sort 
of procedure. We follow very closely the administration’s actions taken 
on escape clause complaints, and I ‘believe the only one that has been 
allowed is with reference to filbert nuts, and that was required by the 
Agricultural Adjustment Act. We don’t know whether we are doing a 
useless job or not. 

Senator Matone. Would you like to file a copy of that application 
with this committee ? 

Mr. Hawes. We will, Senator, just as soon as we have it prepared. 
It isa terrific job trying to prepare it. 

Senator Matonr. You may submit it as an exhibit, and we will be 
glad to have it. 

One of the most humiliating things that is going on at the present 
time in the United States Government, and which has been going on 
since 1934, is to see a Senator of the United States, duly elec ted by his 
own State, pleading with the State Department not to destroy an 
industry in his State, when by his own vote he transferred the authority 
to regulate tariffs from his own jurisdiction to that of the State Depart- 
ment or the executive. I have witnessed those pleadings. 

Mr. Hawes. I have, too, Senator. 

Senator Martone. I have refused to do it. Of course, there is no 
secret about what I believe. I believe, as you do, that the Congress 
should allow the 1934 Trade Agreement Act to expire. They should 
face the problem themselves and tell their constituents exactly what 
the Constitution provides. It is obvious to me why the Constitution 
provides that they do it in the first instance, because every precinct 
in the United States is represented in the Congress. Therefore, they 
know the problem. 

There are no precincts represented in the executive. The State 
Department, which does this work, doesn’t know where the precincts 
are. 

Mr. Hawes. Our experience, Senator, is that they don’t know very 
much about the problems of American industry or the men who are 
meeting the payroll, either. 

Senator Martone. Do they understand how the United States was 
built up to start with? In other words, you are in the plywood busi- 
ness. I have been in the engineering business 30 years. If I became 
cabenatt in plywood and could find any place in the United States, 
a forgotten corner where I could establish a plywood factory and put 
you out of business, you might complain, but you would have no real 
complaint, because T am paying the same wages and the same taxes 
as you are; is that true ? 

Mr. Hawes. That is true. 

Senator Matone. We have built the United States for 175 years 
on a competitive basis with each other, and priced ourselves out of all 
markets with our wages and other methods, because it would increase 
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our standard of living. Canada is the closest to us. Over that period 
we have had this duty or import fee, and all the tariff was ever sup- 
posed to do—I have heard it discussed for 40 years—was to establish 
a differential of cost, adjustable on the basis of fair and reasonable 
competition. If we abandon that, it reorganizes the industrial map 
of the United States. That is what has been done for the last 20 years. 
If you go out of business or cut down your production, your men have 
to go someplace else to work. 

Under this act it sets up a Secretary of State who can and has remade 
the industrial map of the Nation. Do you agree with that ? 

Mr. Hawes. I agree with you, Senator. I notice that there is a com- 
mittee that is now proposing that the Government pay a subsidy to 
what they call these inefficient and uneconomic industries that can’t 
live without protection. 

Senator Marone. Inefficient compared to what? 

Mr. Hawes. That is what we don’t know. We have an efficient 
operation in our plants based on the costs of labor that we have to pay 
and the costs of material that we have to pay. 

Senator Matonr. And the taxes you pay ¢ 

Mr. Hawes. And the taxes we pay. 

Senator Matone. If you paid the same taxes that a Japanese manu- 
facturer paid and the same labor, do you think you could compete with 
Japan? 

Mr. Hawes. I am quite sure we could not only compete with them 
but probably run them out of business. 

Senator Martone. Let me see that article. 

What they really mean is that they can find cheaper labor and lower 
taxes and escape the things that we have set up here deliberately to 
raise our standard of living. Isn’t that about right? 

Mr. Hawes. Frankly, Senator, I don’t know what they mean. They 
talk in generalities. They say “inefficient and uneconomic.” Every- 
one that needs tariff protection is inefficient and uneconomic. 

Senator Martone. Who are these businessmen ? 

Mr. Hawes. Mr. Coleman is president of Burroughs Adding Ma- 
chine Co., I believe. That is the Coleman committee. I don’t know 
who allison it. I have seen the list. 

Senator Martone. Does he have any factories any place except in 
the United States? 

Mr. Hawes. Oh, yes. I think Burroughs Adding Machine has fac- 
tories all over the world. We resent statements like that, Senator, 
because they are made without any knowledge. 

Senator Matone. Are you sure they are made without knowledge? 

Mr. Hawes. We are one of the industries that is in trouble, so he 
says we are inefficient and uneconomic. 

Senator Martone. What he is in effect saying is that you pay too 
much to your labor and too much taxes. 

Mr. Hawes. That is what he means by “inefficient and uneconomic,” 
that we pay our labor too much ? 

Senator Martone. He must mean that, because that is the only thing 
you could do to lower your costs, lower your labor, and lower your 
taxes. 

Mr. Hawes. That isthe only way we could lower our costs. 
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Senator Martone. The Governor of Texas wrote us a letter in which 
he was very adamant about the importation of oil. He is rationing the 
use of oil in Texas because of imports. They are down to 17 days a 
month production, and they are very bitter. 

At the same time, the Esso company, Standard Oil of New Jersey, 
testified that they thought that the importers should be allowed to 
judge; that oil should come in because they are producers here, too. 
In other words, we should allow the people who are in the business 
to balance the imports against their production in this country. 

But the independent oil producers, who have no oil abroad, would 
have nothing to say about it, and there would be no law about it. It 
would not be on an economic basis as it would be if this reverted to the 
Tariff Commission, but it would remain in the State Department with 
the agreements they have already made with Venezuela and others 
on cutting tariffs. 

So it seems that the line of demarcation is rather clear. The people 
who have investments abroad in factories or production where the 
costs are lower in both taxes and wages, want free trade or lower 
tariffs. The ones who are here—I defined it on the Senate floor one 
time as “small business, entirely dependent on the markets and wages 
in this country”—are for duties or a tariff to make up the differential. 

Mr. Hawes. That is where we stand, Senator. 

Senator Martone. Isthat about the problem ? 

Mr. Hawes. That isthe problem. 

Senator, you know the foreign countries have a much more effec- 
tive way of protecting their industries than we have. I have a rather 
striking example of that here. According to reports received from 
the Embassy in Japan, the Japanese report in 1951 export of 60 mil- 
lion square feet of plywood to Australia; and in 1952, 114 million 
square feet of plywood to Australia. In other words, they lost in ex- 
ports to Australia 5814 million square feet in 1 year. They attribute 
that to import restrictions. So in the Australian Government Review 
of Australian Timber Supply, I find this note. This is the Australian 
Forest and Timber Bureau, dated September 16, 1953. Referring to 
their plywood industry they say this: 

Imports continue to decrease and amount to only 164,000 square feet com- 


pared with 40,600,000 in the corresponding period of 1952. This was the result 
of reimposition of the full protective tariff, coupled with import restriction. 


Senator Matone. You mean the protective tariff in Australia? 

Mr. Hawes. In Australia. Their plywood industry gets in trouble 
from imports, so they reimpose full tariff protection, and couple it 
with an import restriction. The imports fall from 40 million for a 6- 
month period to 164,000. The Japs are frozen out of the Australian 
market, and that plywood comes to the United States. 

Senator Martone. When the market is being taken from our own 
domestic producers, the answer is not to raise the tariff to make up 
that differential; it is to make it still lower. Is that the difference in 
the argument? 

Mr. Hawes. The position here is that although we are losing our 
market, we should reduce it further so we can make it easier. 

Senator Matonr. That is Mr. Coleman’s argument? 

Mr. Hawes. Yes. 
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oe Matone. Is he thinking about plywood or adding ma- 
chines 

Mr. Hawes. Senator, to be perfectly frank with you, I just don’t 
think he is thinking. 

The State Department are the advocates of this free tariff, but what 
do they do? This is pending before the Foreign Operations Adminis- 
tration right now. There is an application from Formosa for a 
$240,000 credit to purchase lauan logs from the Philippine Islands, 
214 million square feet, $40,000 to purchase phenolic adhesives to 
manufacture plywood. Formosa exports plywood to the United 
States. They say in FOA, when you talk to them about it, they are 
going to use this domestically, locally. But by financing the purchase 
of the raw materials to manufacture their plywood, cbs are auto- 
matically freeing the rest of the plywood produced by the Formosan 
industry for export to the United States. That is one way. 

Another thing is that at present the State Department is negotiat- 
ing with the Japanese for timber rights in Alaska. The Japanese want 
to build a sawmill and a pulp mill in Alaska. The sawmill is to pro- 
duce, under their plan, 36 million board feet of lumber per annum, 
and the pulp mill, 100,000 tons of dissolving pulp. It is wanted to aug- 
ment the Japanese supply of lumber and pulp. 

Senator Matonr. Where would they do the work? Do they pro- 
pose to put the plywood mill in Alaska, or to put it in Japan and ex- 
port the logs to Japan ? 

Mr. Hawes. They propose to put the mill in Alaska and produce 
the lumber and the pulp and export it to Japan. 

Senator Martone. To make plywood and other esoouees 

Mr. Hawes. To make plywood and other products. Also, it would 
relieve their present use of the Philippine logs and lumber so they 
could make more plywood out of the Philippine logs—the Philippine 
plywood is easier for them to sell in the United States—and increase 
their exports of plywood to the United States. 

Senator Matonr. What wage scale would they use, and what kind 
of labor ? 

Mr. Hawes. I am advised by the Department of Immigration that 
they would be required to pay the going wage scale. As far as labor 
is concerned, they would not be permitted to bring in Japanese labor 
if American labor was available there. If it was not available, per- 
mits would be granted. 

Senator Matone. They then would pay the Japanese the American 
scale? 

Mr. Hawes. The law requires that they do that. Whether it would 
be economic for them to do it or not, we don’t know. 

Senator Martone. That would be for the lumbering operations and 
preparations for shipments to Japan, where they would then make 
plywood or other products? 

Mr. Hawes. And ship them back here. The dissolving pulp would 
be used to make rayon and other cellulose fibers which they manufac- 
ture into cloth, and I believe we have quite an adequate supply of 
rayon production. 

Senator, we have lumber and pulp sufficient to export to Japan to 
supply their needs. We have an oversupply of both in this country. 

Senator Martone. Of plywood ? 
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Mr. Hawes. Of plywood, lumber, and pulp we have sufficient to 
plywood ? 
export to supply all the the Japanese needs. 

Senator Martone. Where do you get your lumber for your pulp and 

Mr. Hawes. For our plyw ood we get birch, domestic, oak, gum 

Senator Matone. Domestic ? 

Mr. Hawes. Some Set is imported. 

Senator Martone. Where from? 

Mr. Hawes. It comes from Africa and South America. The prin- 
cipal production, the largest of the woods, is the gumwood in the hard- 

woods, and birch, maple, walnut, and oak. Mahogany plywood is one 
of the smaller in quantity. 

We are very strongly opposed to this deal with Japan, Senator. We 
believe the whole concept of giving away our natural resources to a 
foreign country is wrong, especially when the program that they 
preac ch as related to our industry is that we should produce only that 
which we can produce the best. It is hardly consistent to furnish 
Japan with raw material. 

Senator Martone. What do they mean by “best” ? 

Mr. Hawes. I would say the cheapest. 

Senator Matone. How do you produce it the cheapest ? 

Let’s work backwards and find out what they mean. 

Mr. Hawes. It is difficult for me to understand what they mean, 
except that they just mean the dollar and cents cost at which it can 
be laid down here. 

Senator Martone. In other words, they say if you can get labor 
cheaper than you pay for labor here, then we must import the ma- 
terial ? 

Mr. Hawes. Practically, that isthe way it operates, yes. 

Senator Matone. I thought that we were for this wage scale we 
are paying here. T he administration for 15 years has given lip service 
to it, but this is a negative proposition. It is not a parallel thing. 
They have built up the wage scale to promote it, and then promote im- 
ports to undersell it. That does not make sense, does it ? 

Mr. Hawes. No, it doesn’t, Senator, but it is a little difficult for me 
to make sense out of this free-trade program at all. They are looking 
for utopia, and it is all purely theoretical. We are the only ones 
that are in it. We shall lead the world by doing away with all restric- 
tions on imports and all tariffs. No one else does : anything. 

Senator Matone. We are a little like the fellow who comes in with 
some new chips in his pocket and gets in that trick poker game. Any 
time he quits the game is over because he has all the new money in it. 

Go ahead. 

Mr. Hawes. It is becoming very expensive to us, and we would be 
very happy if Congress w ould reassert itself and take back the au- 
thority over tariffs. 

Senator Matonr. You might read your recommendations. I think 
you have a very comprehensive brief, with details. 

Mr. Hawes. We could recommend that the Reciprocal Trade Agree- 
ments Act be permited to expire; that the Senate refuse to ratify the 
General Agreement on Trade and Tariffs—— 

raeees Matone. What is that agreement, just for purposes of the 
recor 
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Mr. Hawes. That is an agreement, which I think was originally 
brought up in Geneva in 1945, under which all the signatory countries 
would enter into an agreement to foster foreign trade and reduce tar- 
iffs and restrictions on imports, and by the terms of the agreement the 
signatories could not withdraw for a certain period of time after it 
was signed. 

We have never signed the agreement, but by the same token we have 
obligated ourselves not to withdraw or make any changes in the con- 
cessions that we have given to the foreign countries. 

Senator Matone. You have heard the argument which is made every 
day in the papers that they would like ot help some of you people. It 
is mentioned in the Constitution of the United States that the legis- 
lative branch shall lay and collect duties, imposts and excises, and shall 
regulate foreign commerce, but if we took that authority now through 
the Tariff Commission, an agency of the Congress, and began to regu- 
late it on the basis of fair and reasonable competition je adjust the 
duties and tariffs to make that up, then, it is argued, foreign countries 
would lose confidence in us and they then would retaliate. They say 
that is the danger now of changing that policy. 

Have you seen that argument in the papers ? 

Mr. Hawes. I have read that argument in the papers, Senator, but 
they have never given us anything that I have ever been able to find 
in the first instance. The concessions that they have granted in tariffs 
have meant nothing because of the import restrictions. 

Here we have Australia, who, in spite of the concessions we granted 
in 1950, admittedly says that they restored the full protective tariffs. 
I don’t know what they mean by “retaliation.” 

Senator Martone. In other words, they didn’t concede anything to 
start with, so there is no retaliation possible except threats? 

Mr. Hawes. That is right. 

Senator Martone. But you do hear that argument, that it would 
destroy confidence of the foreign nations in our announced intention 
of taking the lead in lowering our tariffs and import fees, leading the 
way to free trade among nations. 

Mr. Hawes. Senator, why is it that we are not permitted to change 
our announced intentions when it is found that they are not right, 
when foreign countries can change their intentions at any whim? 
That policy doesn’t make any sense to me. 

Senator Martone. It is a little puzzling, but I wanted you to tell 
me, for the benefit of the record, what these threats are about on 
retaliation. 

Mr. Hawes. I frankly don’t know what the retaliation could be. 

Senator Matone. They manipulate their currency and establish new 
currency values for certain sectors of the trade. You are familiar 
with that operation. So you just do not think that there is anything 
that they can do that they have not already done? 

Mr. Hawes. I don’t know of it, if there is. They can stop trading 
with us. 

Another factor on that, they say the more we import the more 
they will trade with us. Of course, that is theoretical, too. According 
to what I read in the papers, they have been buying more gold in 
the last 6 months than they have in 20 years, which indicates to me 
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that they must have more money to trade with us, but our trade is 
down, isn’t it? 

Senator Matone. We are still giving them the money to buy with. 

Go ahead with your recommendations. 

Mr. Hawes. No. 3. That a law be enacted increasing the member- 
ship of the Tariff Commission to five, and that the Tariff Commission 
be given the sole and exclusive authority (outside of Congress) to 
take action on tariff matters within a framework provided by law. 

4. That a new tariff law be enacted requiring that quotas be fixed 
for imported products in relation to domestic production, with the 
recognition of foreign countries having a historical import status, 
where the foreign product unit cost is so low as to permit importation 
into the United States at prices which foreclose competition from the 
domestic product. 

Senator, I have quite a bit in the way of statistics attached to this 
report. I don’t think that it is necessary for me to go into them 
in any detail. We have reviewed the production and costs in com- 
parison with foreign costs and import figures. 

Senator Matonr. I think you have made a good witness. I think 
this is very clear. I can see that vou have probably suflicient data 
here for reference. If you would like, we will make this a part of 
your testimony at this point in the record. 

Mr. Hawes. Thank you. 

(The prepared statement of Mr. Hawes follows :) 


STATEMENT OF HARDWOOD PLyWwoop INSTITUTE 


My name is Robert N. Hawes. I am counsel for the Hardwood Plywood Insti- 
tute. I am appearing here on behalf of the members of the Hardwood Plywood 
Institute prompted by the fact that hardwood plywood imports for 9 months of 
1953 are 3,550 percent over plywood imports for the year 19387 which was the peak 
year for plywood imports prior to World War II. 

I have set out in some detail in this statement statistics on plywood imports, 
declared values, Japanese and Finnish costs of production in comparison with 
costs of United States producers and other data; all to substantiate the factual 
summary which I would like to read. 

The problem faced by the hardwood plywood industry can be stated very simply, 
the American industry finds its market flooded with low priced foreign plywood 
produced at a low unit cost due to cheaper material cost and cheap labor cost. I 
use the word cheap advisedly as 11 cents an hour is cheap in any language. 

Plywood imports did not present a problem until our foreign-aid program reha- 
bilitated old capacity and built new capacity, and the State Department in order 
to assure a market for this production, agreed to reduce United States tariffs on 
plywood at Torquay, England. The combination of these actions had the effect 
of building foreign plywood production capacity and creating a market and the 
following was the result. 

Prior to World War II the peak year for plywood imports was 1937, in that 
year 4,532,000 square feet was imported. A comparison of the imports in 1937 
with the first 9 months of 1953 shows: 


Ta ik art caenstnnn tage one e beh e le square feet... 4,532,000 
I I oo aint Sa eaenechipen se vetinarian square feet__ 161,216,000 
Lal ca deariec etd 2coes doth ts unsere on shomenate alee eeaebbialeraesel square feet_. 156,684,000 
ecient naive oti tensa seaman thaliana 3550 


Prior to World War II only a handful of countries exported plywood to the 
United States. Now there are 26 countries shipping hardwood plywood to the 
United States; however, Canada, Japan and Finland are still the largest export- 
ers. Without minimizing the importance of the other countries, I will refer only 
to those countries in this summary. Information on the other countries is con- 


39888—54—pt. 10——31 











466 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


tained in the statistical survey. If we look at the peak year prior to World War 
II for these three countries we find the following : 


Japan: Quantity 
BG hk Secs ccepich dataset etchphapsbbi ieiepemelieiieais petite ae iiiectaiien ieee! square feet_._ 3,294,000 
NI ss acm skein idan nancies Sethe aie alsa Sail iaiaiaa ale eae aaa dada do__.. 77,126,000 

INI ori oicintucesdeepaniationeepepenpraveraciara aah aera dete tenteeslae Mee do... 73,834,000 
oa nckindiensiaiveaethtdbohien bid dp niatreceanpeieicneles ibaa uebebdedeehtbebbdastd dain 2,344 
Finland: 
DO agin jonccyup tpt nc caiapthctiglamestinanintnandinciapicinppihareyiaplaiaial square feet._._ 1,153,000 
inattentive oem do__ 23,508,600 
I cicdicosesonsadcichannictarin Ainins hiatal ttateaeaaeaaianaaa are do__ 22,355,000 
ah isa ines agp cncaen decode eh deceased nosis Mat teeenledelbcnseiettlenaineiaiscabdah i task tik 2,089 
Canada: 
TO nities daestiicnddiingpenhimibinbennieminbrpinininad square feet_. 1,565,000 
RO liaise iiss ene ~inciinaieie datetime atin aniaigaaidecign do___. 37,833,000 
BIND, a o's cies osiaseailinseatisaatnultt manciachteadaentsgnasaadeteniaaaraaeatt eeacal do__.. 36,272,000 
IIIT... 'seprsincinttarinninalenitiniiitadtnintiniiisiiilaniaiiiieata aindithtn title ieiaicege ee eee 2,417 


For tariff purposes plywoods are classified as follows: Alder, birch, red pine, 
Spanish cedar, Parana pine, and all other species. The important classes are 
birch and the basket “all other.” In 1950 at Torquay, England, the State Depart- 
ment agreed to reduce the tariffs as follows: Birch from 20 to 15 percent and 
“all other’ from 40 to 20 percent. This reduction became effective early in 1951 
and has been applicable to Japan and West Germany. 

In 1950, the last year of the old rate, the total of plywood imports amounted 
to 63,262,000 square feet. The imports for the first 9 months of 1953 are 
97,950,000 square feet in excess of the total of 1950, or an increase of 255 percent. 

Japan’s hardwood plywood imports have increased from 17,342,000 square feet 
in 1952 to 77,126,000 square feet for the first 9 months of 1953. 

Finland’s hardwood plywood imports have increased from 4,665,000 square 
feet in 1952 to 23,508,000 square feet for the first 9 months of 1953. 

Canada’s plywood exports to the United States in 1953 are under 1952 and at 
the present rate Canada will show a decrease for 1953 of approximately 
7,000,000 square feet. Canadian hardwood plywood is produced at costs less 
than the United States producers but in a comparable category, Canadian hard- 
wood plywood cannot compete with the cheaper Japanese and Finnish hardwood 
ply woods. 

The problem created by imports arises primarily from cost per square foot 
of plywood in Japan and Finland as compared with the costs per square foot in 
the United States for comparable panels. 

Our Embassy in Tokyo reports that the wages and hours worked for a pro- 
duction worker in a Japanese plywood plant are as follows: 


Per month: 


I celle ntcaeehcinsibthcnpedctinccsanndicapaitin ci ihie oven oingieitneetti da tenia ileaiae ites nb data tiaihihi acne cateassn vein 23.5 

I akties ne ints vind evdedintin tran iagbcaadinaindaide tae te doctlan 202.8 
Wages: 

SN Nice 905d sensei bvaatidn-innrteernenednaiseiecetetgennsh lila lain tithes di tgio $23. 20 

OT OB se lath deh a pratherninnsatp earns anger eedbienem aalibnelnerberitieen 0.986 

NE | OR issih mies tiem delice hrien ieee dita iiiatbigs 0.114 


An average for a worker in the U. S. hardwood plywood industry : 
Per month: 


SI Mii giecnivi dace appaeanshiopehipeper ie aman otiateaglind hadi dinnneny sideinszaieiat Sebi 20 
TO nce inthe titan htc bathrha lata ciinag hatte Menai gece. ibbil S| 160.0 
Wages: 
Pe RS A riot acento nen enahiniciimanentininesiennccriiiingstea! $200. 00 
I TU oa i ccesnentermicceman api ndeasmunamnmcamtinainsii ctu 10. 00 
Ot a ah oi i ec edecncacssthbsusisanaindideatamancead 1. 25 
The Embassy at Helsinki reports the average wage for Finnish plywood 
workers is $0.582 per hour. 


It is constantly contended that the cheap labor in foreign countries is offset 
by the low productivity. This statement is not applicable where the costs by the 
unit of production are used as a basis of comparison. 
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A comparison of costs per square foot of 44-inch hardwood plywood shows the 
following startling figures : 


Japanese lauan $ ).04834 
Finnish birch 0.097 
U. S. bireh 0.221 
U. S. gum 0.0978 


Labor in Japan amounts to 4 mills per square foot, in the United States 4.4 cents 
for birch and 3 cents for gumwood. Veneer per square foot of plywood costs 2% 
cents in Japan against 13 cents for birch and 3 cents for gumwood. 

Labor in Finland amounts to 114 cents per square foot for birch plywood and 
in the United States 4.4 cents, approximately 3 times as much. Birch veneer 
per square foot of plywood costs 3 cents in Finland and 13 cents in the United 
States, approximately 4 times as much. 

Japanese lauan 14-inch 4-by-8-foot plywood panels are offered in the United 
States duty paid for $89 a 1,000 square feet. This is approximately $10 a 1,000 
square feet less than the costs (no profit) to a domestic producer for comparable 
\4-inch 4-foot-by-8-foot panel of gumwood. Finnish birch plywood %-inch 
4-foot-by-8-foot panels are offered for sale in the United States duty paid at $102 
a 1,000 square feet, which is $24 less than the cost of the birch veneer in 1,000 
square feet of domestic birch 14-inch plywood. 

The Hardwood Plywood Institute shipment figures for the third quarter 1953 
show a loss of 13.9 percent over the second quarter 1953. The second quarter was 
approximately 10 percent under the first quarter 1953, so the decline is steady and 
alarming. 

I am advised that the maximum workweek in the United States plants is 40 
hours and in many plants, particularly in the South, operations have been re- 
stricted to 2 or 3 days a week. 

The industry appeared before the Committee for Reciprocity Information in 
1948 and again in 1950 to object to consideration of reduction in the tariff on 
plywood in the trade-agreements conference at Annecy, France in 1948, and Tor- 
quay, England, in 1950. 

A complaint under the antidumping law has been filed with the Treasury 
Department against Japanese and Finnish plywood imports. To these complaints 
we have attached invoices which establish that hardwood plywood from those 
countries is sold to the United States at less than the domestic price in the country 
of origin. The Bureau of Customs is investigating our complaint but the foreign 
plywood is still flowing in at cheap prices. 

A complaint under the escape clause of the Trade Agreements Act (section 
7a) is in the process of preparation. The data required to support such a com 
plaint is so voluminous that it is a tremendous job to secure all the facts required 
from companies located all over the United States. It is hoped that sufficient 
data will be available early next year to go forward with this complaint. 

We have little heart for the escape clause complaint. We respect the Tariff 
Commission but with the State Department controlling the administration of the 
tariff matters, it seems a rather onerous effort to make when we know that the 
decision will be no action. 

It seems that foreign countries have a more direct and effective way of pro 
tecting their plywood industries. For example, Japan reports that in 1951 it 
exported approximately 60,000,000 square feet to Australia, 31,000,000 square feet 
to the United Kingdom and 14,000,000 square feet to the United States. Japan 
reports that in 1952 it exported approximately 1,500,000 square feet to Australia, 
5,000,000 square feet to the United Kingdom and 20,000,000 square feet to the 
United States. The explanation given for the decrease in exports to Australia 
and the United Kingdom is import restrictions of those countries. The official 
Australian explanation for the decrease in plywood imports is given in the 
January-June 1953 “Review of Australian Timber Supply,” issued by the Aus- 
tralian Forestry and Timber Bureau on September 16, 1953, where it is stated 
on page 22: 

“Imports continue to decrease and amount to only 164,000 square feet com- 
pared with 40.6 million in the corresponding period of 1952. This was the result 
of reimposition of the full protective tariff, coupled with import restriction.” 

It is quite obvious that the protection of domestic industry continues in foreign 
countries while we lower our tariffs. The result is that surpluses created by re- 
strictions imposed by foreign countries are dumped in our markets. To wit, note 
increase in Japanese plywood shipments to the United States. 
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The State Department and the Foreign Operations Administration, formerly 
ECA and MSA, have supported a policy of free trade for many years and still ad- 
vocate this policy. At the present moment the FOA has under consideration a 
request from Taiwan (Formosa) for $200,000 to purchase 2,500,000 board-foot 
of lauan logs from the Philippines and $40,000 to purchase 50 tons of phenol ad- 
hesive from the United States for use of the Taiwan plywood industry. We are 
advised that the funds will be supplied. Taiwan exports hardwood plywood to 
the United States. FOA states that the plywood will be used for military bar- 
racks. The net effect is that Taiwan will have more plywood at less costs to ex- 
port to the United States. Secondly, by financing the Taiwan plywood indus- 
try the FOA closes the door to a market for American plywood. Taiwan does not 
have available logs to support a plywood industry and must import logs. The 
question we ask is: Why build up a wholly unneeded new industry in Taiwan? 

The State Department as an advocate of free trade proposes that each country 
produce what it can produce the best. This, one would presume, prepurposes 
that each country utilize its own natural resources to the best advantage. 

As we have seen, Japan is now flooding the markets of this country with cheap 
plywood. Japan has no large timber resources as her principal timberlands were 
lost in the war. Japan has some hardwoods, such as birch, beech, sen, and oak, 
from which plywood is produced, but relies on imports of logs from the Philip- 
pines for its principal log requirements. At present Japan is receiving 50,000,000 
board-foot of Philippine logs each month. These logs are used to produce lumber 
and plywood for its own use and plywood to export to the United States. Japan 
imported logs from the Philippines and southeast Asia prior to World War II so 
its present actions have a historical basis. 

The Japanese want a new source of supply and, with the encouragement of our 
State Department, the Japanese are negotiating for timber rights to national 
forests in Alaska and proposes to build a sawmill to produce 36,000,000 board-foot 
of lumber per annum and 100,000 tons of chemical pulp. Both the lumber and 
pulp is to be shipped to Japan to augment present supplies. 

The United States has available for export lumber and pulp sufficient to supply 
the Japanese needs. 

The policy of the State Department in fostering this project would seem in- 
consistent with the policy of free trade. Apparently this free-trade policy not 
only advocates a destruction of our protective tariff wall but also the turning over 
of our natural resources to foreign nationals so that the foreign countries can man- 
ufacture products from our raw materials to unsell our domestically produced 
materials. 

If this deal for timber in Alaska is consummated, Philippine logs now used for 
Japanese lumber will be diverted to make more plywood for export to the United 
States. We believe the entire concept of this deal is wrong and should be stopped 
now. 

The question of the damage caused by the imports is not easily measured for 
the reason that statistics of the hardwood plywood industry have only been 
collected since 1951. Production of hardwood plywood has never reached the 
full capacity of the plants now operating. The statistics show market plywood 
production in 1951 at 755 million square feet, in 1952 at 711 million square feet, 
and in 1953 an estimate for 9 months of 548 million square feet. The loss in 
square footage, although not equal to total imports, does not approximate the 
damage to the industry for the reason that the increase in costs of labor and 
material in the past few years can be absorbed only in increases in production; 
therefore, the loss of any footage is a matter of concern. Secondly, the cheap 
price of imported plywoods have forced unrealistic prices on domestic producers 
reducing the dollar sales value and profit margin. Thirdly, the industry requires 
an expanding market to maintain pace with expanding costs; therefore, the 
absorption of a substantial part of the market by imported plywood is slow 
strangulation of the industry. 

We are completely at loss to know what the former and present administration 
mean by “damage to an industry.” From the expressions of opinion we have read, 
the entire industry would have to be unprofitable for relief to be granted and 
secondly, the effect of competitive products would have to be negated. Neither 
can be effectively met if such is the criteria. If we wait until all operations are 
unprofitable, two-thirds of the hardwood plywood plants will be closed. If we 
attempt to weigh plywood against the competitive influences of other products 
we are hopelessly enmeshed in a net of conjectures that no one can answer. 

This industry is presently hurt; it knows that with several billion square feet 
of plywood production capacity in the world that unless immediate action is taken 
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the damage will be beyond repair. We believe that when we establish (1) that 
imports of plywod are coming in at materially increased rates without historical 
precedence, and (2) the imported plywood is being sold so cheap as to foreclose 
competition of the domestic product, that we are entitled to the protection of 
Congress. 

We would like to make the following recommendations: 

1. That the Reciprocal Trade Agreements Act be permitted to expire. 

2. That the Senate refuse to ratify GATT. 

8. That a law be enacted increasing the membership of the Tariff Commission 
to five and that the Tariff Commission be given the sole and exclusive authority— 
outside of Congress—to take action on tariff matters within a framework pro- 
vided by law. 

4. That a new tariff law be enacted requiring that quotas be fixed for imported 
products in relation to domestic production, with recognition of foreign countries 
having a historical import status, where the foreign product unit cost is so low 
as to permit importation into the United States at prices which foreclose com- 
petition from the domestic product. 


THE DOMESTIC PLYWOOD INDUSTRY 


The Hardwood Plywood Institute is a trade association representing 56 hard- 
wood plywood companies having mills located east of the Rocky Mountains. The 
members of the Hardwood Plywood Institute are manufacturers of market hard- 
wood plywood sold through distributors or direct to the users. According to the 
Bureau of Census reports there are approximately 122 companies manufacturing 
hardwood plywood for the market and of these the Hardwood Plywood Institute 
represents approximately 60 percent of the total production. 

The hardwood plywood industry is not a mass-production industry. The aver- 
age number of employees is 150 and the capital investment ranges from $500,000 
to several millions of dollars. All the mills are privately owner except for a 
few (6) companies which are publicly owned. The plants are located in small 
communities adjacent to the timber supply. In many cases the hardwood ply- 
wood mill is the principal employer in its community. 

The production of hardwood pylwood is not a highly mechanized operation. 
Hand labor constitutes a major portion of the production process and labor costs 
are as high as 40 percent of the total costs. Selection of veneer and inspection 
of panels are governed by the appearance and cannot be mechanized. The ma- 
chines required are few in number and are common to all mills throughout the 
world. Technical or mechanical training is not a qualification for a worker's em- 
ployment. 

Foreign plywood mills, especially those built or rehabilitated since World War 
II under our foreign-aid programs, have equipment equal to, and in some cases 
more modern than, that used in our domestic mills. The productivity of foreign 
labor, especially in the principal producing countries such as Japan, Finland, 
Canada, and Germany, is equal to that of our finest American worker. 

Domestic hardwood plywood mills use domestic hardwood timber such as birch, 
oak, walnut, gumwood, popular, elm and maple in the vase majority of the panels 
produced; the balance is mahogany and a few other foreign woods. The im- 
portation of foreign veneers contributes substantially to foreign trade. 

The hardwood plywood industry is in that area of production where further 
mechanization will not reduce costs. It is also an industry where the produc- 
tivity of foreign labor equals that of the American workmen. As the plant 
mechanization and labor productivity is equal the problem of fair competition 
between domestic and imported plywood resolves itself into the differences in the 
costs of labor and the costs of material. While the cost of foreign logs is gen- 
erally less than domestic log costs, labor is such a large portion of the costs of 
the raw material, veneer, as well as in the production of plywood, that the dif- 
ference in total labor costs becomes the principal factor in determining whether 
the domestic mills can compete with the imported plywood. 

Hardwood plywood mills are in an important segment of the American forest 
products industry. 

Hardwood plywood is a basic material for the furniture, desk, cabinet, door, 
and woodworking industries, which are also segments of the forest products 
industry. 

The hardwood timber in the United States does not grow in vast tracts cover- 
ing extended areas. Hardwood logs come to market from farm woodlots and 
small tracts of timberland. In many instances the farmer cuts his own trees 
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and markets his logs. In other cases logs are assembled by log buyers in con- 
centration yards. In every case the veneer log is the cream of the crop and com- 
mands a premium price. As veneer logs are obtained from tracts where lower 
grade logs predominate, in many cases the price that the veneer log will com- 
mand determines whether the tract will be logged. In all cases the price of 
the veneer logs keeps the lower grade log price in balance so that the lower grade 
log comes to market at a price that makes its use economic. 

Damage to the hardwood plywood industry which would result in its with- 
drawal from the domestic log market would have a serious and damaging effect 
on the log market and on other segments of the forest products industry. 

There has been a costly misunderstanding of the problem of imported ply- 
woods due to a misconception that all plywoods were the identical material 
regardless of species or end use. If it were stated that steel was steel regardless 
of whether it was carbon, high alloy, or stainless and all competed in the same 
market areas, the steelmen would soon correct this error. The same is true of 
plywoods and it is essential to understand the different species, types, and uses 
for plywood in order to evaluate the areas of competition and the effect of ply- 
woods on our domestic industry. 

Plywood is produced in two species of wood: softwood and hardwood. The 
use of different species results in different products due to the inherent charac- 
teristics of the wood species. The longer fiber of softwoods provides more 
strength but a larger grain and a rougher surface, The fine grain of hardwoods 
provides a more finishable surface and what are known as figures that create the 
beautiful woods used in furniture, paneling, ete. The manufacturing processes 
differ in that softwood production is entirely rotary-cut veneer of large size with 
panels laid up with single piece faces and backs. The hardwood plywood veneers 
are both rotary-cut and sliced with a portion of the production in sliced veneers 
which must be matched and taped to make the face and backs of the plywood. 
In hardwood plywoods appearance is a primary factor. 

Softwood plywoods are made of two woods, Douglas fir and western pine; the 
production of fir plywood is many times that of pine. The mills are located in 
Washington, Oregon and California and are large with capacities ranging from 
36,000,000 to 140,000,000 square feet per annum. Softwood plywood is principally 
a construction material and is sold primarily through distributors to contractors, 
home builders and industry, where strength and hard usage are first considera- 
tion. The standard size panel is 4 by 8 feet and the thickness range from 4 to1 
inch. 

Hardwood plywoods are made of many domestic and some foreign hardwoods. 
The principal domestic hardwoods are birch, oak, gumwood, walnut, poplar, elm 
and maple. In the foreign woods mahogany predominates. Hardwood plywood 
mills are found in many of the States but the majority of the production is in the 
sourthern, lake, and north central States. The mills are not large. Production 
capacity ranges from 1,900,000 square feet to a maximum of 30,000,000 square 
feet per annum with only a handful of companies having over 10,000,000 square 
feet of production capacity. 

Hardwood plywoods fall into three specific categories based on construction of 
the panel, use, and market. These are: 

(1) Veneer core which is made of three or more plys of veneer. The panels 
are produced in thicknesses ranging from % to % inch and in various sizes with 
only a small portion of the production in 4 by 8-foot panels. Its principal uses 
are furniture, cabinets, radio and television sets, paneling, doors, desks, ete. It is 
sold direct and through distributors. Appearance and smooth grain are the dis- 
tinguishing characteristics. Veneer core production falls into two definitive 
categories, namely, captive production where the producer uses his panels to fab- 
ricate a product, and market production, which is sold in the competitive market 
to users. 

(2) Lumber core: This is a laminate with veneers for faces and cross band- 
ing and lumber for core. The panels are thick usually % inch and up. Lumber 
core is a special-use product finding its way into furniture and similar items. It 
is comparatively high priced and not competitive pricewise with veneer core. 

(3) Container grade: A special veneer core panel made for use in containers 
only. Appearance is not a factor. The vast majority of this production is 
captive, the producers being the manufacturers of containers. The grade is not 
comparable to veneer core and it is not suitable as a substitute for veneer core. 


IMPORTED PLY WOODS 


Iniported plywoods are principally veneer core hardwood plywoods. There is a 
small quantity of softwood plywood from Brazil and Sweden, but the quantities 
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are insignificant. The softwoods imported compete in the veneer core hardwood 
plywood market area. 

The principal species from which imported plywoods are made are birch, lauan 
(Philippine mahogancy), poplar, oak, okoumé, and mahogany. All of these woods 
are the same species as those used in domestic production. The principal ex- 
porting countries and their principal species of wood are: Finland, birch; Japan 
lauan and birch ; Canada, birch. 

Imported plywoods are veneer core panels produced to American grades, types, 
thicknesses, and sizes. Phenol and urea resins are the adhesives used as is the 
case in the United States. Imported plywood is sold direct to users or through 
distributors. 

COMPETITIVE AREA OF VENEER CORE HARDWOOD PLYWOODS 


Domestic thickness, 4% to % inch 
Imported—same 


Domestic grades—1-—1, AA; 1-2, AB; 1-3, AC; 1-4, AD 
Imported—same 


Domestic sizes—2 x 4 feet and up to 4x 8 feet 
Imported—same 


Domestic—woods used, hardwoods all species 
Imported—same 


Domestic—adhesives, phenol, urea, and a small quantity of caseins 
Imported—same 


Domestic uses—furniture, cabinets, paneling, etc. 
Imported—same 


Domestic—markets, distributors, and users 
[imported—same (companies handle both) 


In defining the competitive areas of the imported plywoods, we have crystallized 
the area of damage. Imported plywoods compete directly with veneer core do- 
mestic hardwood plywood and it is the producers of veneer core hardwood ply- 
woods who are presently damaged and threatened with irreparable injury. 


PLYWOOD IMPORTS 


The influx of plywood from foreign countries is recent, there is no historical 
import precedent for most of the countries which now send plywood to the United 
States. There is no precedent for any country exporting to the United States 
the quantities now being shipped to the United States. 


Plywood imports prior to World War II—1934-—41 


(Thousand square feet] 
Period Canada Japan Finland All others Total 


1934 0 
1935 9 
1936 519 
1937 3, 294 
1938 - 1, 208 
1939 1, 407 
1940 } 1, 890 
1941 » 965 1, 642 


From the above it is evident that no country has a pre-World War II historical 
basis for expanding plywood imports to the United States in quantity. 


Post World War II—1946-49 
[Thousand square feet] 


Period Canada | Japan Finland All others Total 


82, 033 | 13, 569 : 24, 350 
22, 89% 10, 912 3, 37, 150 

! 307 42, 392 
16, 849 5 675 19, 720 
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Prior to World War II plywood imports reached a peak in 1937 of 4,532 
thousand square feet (annual rate 1953, 206,000 thousand square feet). In those 
years several countries, including Japan and Sweden, produced large quantities 
~ plywood which was sold at home or in foreign markets other than the United 
States. 

In the years 1946, 1947, 1948, and 1949 the plywood imports materially in- 
creased. Canada, where plywood plants had been built during World War II, 
became in these years the primary country of origin for imported hardwood ply- 
wood. The peak plywood imports for those years was 1948 when 42,392 thousand 
square feet was sent into the United States, principally from Canada (39,353 
thousand square feet). 

In 1950, the State Department announced that a meeting of GATT was to be 
held at Torquay, England, and that concessions on the tariffs on plywood would 
be considered. The domestic plywood industry lodged a vigorous protest against 
consideration of a reduction of plywood tariffs on the grounds that (1) prior to 
World War II the foreign production of hardwood plywood was in excess of 
3 billion square feet, many times that of hardwood plywood production of the 
United States; (2) that the foreign plants were then being rebuilt and modern- 
ized with United States foreign-aid funds; and (3) that by reason of the com- 
parable productivity of labor in the domestic and foreign plywood industries and 
the lower wage cost of the foreign mills, the domestic mills could not compete 
with foreign plywood. This protest was disregarded and tariffs on plywood 
were reduced at Torquay in the following respects : 


Birch plywood from 20 to 15 percent 
Parana pine from 40 to 25 percent 
All others (except alder, red pine, and Spanish cedar) from 40 to 20 percent. 
The imports of alder, red pine and Spanish cedar are so insignificant that the 
exclusion of these from the general concession is inexplicable. 

Under our favored-nation policy the decreases in tariffs have been made appli- 


eable for all countries outside the Iron Curtain so that imports from Japan, 
West Germany, and others come under the above rates. 


Plywood imports in 1950 and thereafter 


| Tariff dollar 


Year Quantity Increase onlae Increase 
Square feet | Square feet 
1950 63, 262, 000 $6, 666, 547 
1951 73, 870, 000 10, 608, 000 8, 928, 202 $2, 261, 655 
1952 85, 499, 000 11, 629, 000 10, 823, 934 1, 895, 732 
Annual basis, 1953 | 214,954,000 | 129, 455, 000 19, 624, 827 8, 800, 893 
! 
Not! 1953 annual basis estimated from 9 months totals of 161,216,000 square feet and $14,718,620. 
Plywood imports first 9 months 1953 
Total quantity, square foot surface measure__......_.-.~---~--- -- 161,216,000 
en | Uy ee i Ae aren ceeeabaeninateiies .... $14,718,62 
Imports by country of origin 
Quantity in 
thousand 
Country : square feet 
a aerate eens aire dllda tases ahem tin stan dhe Olena een 77,126 
EE TN niccatiaccntabiesesnmnds isaieete donald teiosg: cniiaails ra aiiabinsninneeks ivanell 37,837 
PRE OID i le ik Oe ed lel ie el eels 2 23,508 
BNE, <C Mladin ih he ance eich thie acticin tds a eich held bk Th tls 4,567 
UU annineidinninetdcinitnctintiaetnsehtadaiennacitatiieeda sank bineeaivaeisitismierniluee 3,774 
wrench Meuatorial ADB (G) .. oe  n ses aie 8,202 
le i a ee ere ae 38,057 
I I ha ceentacidn ise chink ata ee i tae tla he niceties 1,659 
19 other countries, less than 1 million square feet___._._.._._._______- 6,486 


Among the 19 other countries, the following are assuming a larger degree of 
importance, The Netherlands with shipments in June of 452 thousand square 
feet. Mexico with shipments of 600 thousand square feet in June. Germany 
with shipments of 624 thousand square feet in June. 
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Annual rate based on 9 months’ imports in comparison with previous year 


[Thousand square feet] 





Annual Total Total Total, 

1952 1951 1950 
Total : 214, 954 85, 499 73, 870 63, 262 
Japan 102, 826 17, 342 12, 924 5, 127 
Canada 50, 499 57, 094 7, 242 50, 048 
Finland . 31, 444 4, 665 3, 440 1, 308 
French Equatorial Africa _- 4,076 0 25 0 
Surinam 5, 032 2, 529 1, 908 628 
Italy 6, O89 4 418 110 
France 3, 202 95 19 33 
Mexico 2, 7% 928 732 825 
19 other countries__. 9, 653 2, 790 7,110 4,812 


Increases in 1953 over prior years of 7 ranking countries 


Annual 1953 over 1952 1953 over 1951 1953 over 1950 
basis, 
1953; 
Thous Thou Chous- Thous- 
ang Percent and Percent nd Percent and 
square square square square 
feet feet feet feet 
Total 214, 954 139 29, 455 168 141, 084 229 151, 692 
Japan 102, 826 593 85, 484 7 89, 904 2. 000 97, 699 
Canada 50, 499 1) { 6 3, 257 0 451 
Finland 31, 444 673 26, 779 913 28, 004 2, 400 30, 126 
French Equatorial Africa 4, 076 4, 076 (2 5 2 4, 076 
Surinam 5, 032 199 2, 503 800 4, 404 
Italy 6, O89 2) 6, 045 l 5, 535 5, 979 
Mexico 2, 073 223 1, 145 251 , 248 





| Decrease. 
? Infinity. 


Average declared value of total plywood imported into United States 


Per thousand 
square feet 


cost bel: noe cattncaitcndicdh on es > etepadbipapenmapanahananendamma mains $105. 38 
Pesci eerechett hi cx catenin cadens saad ath ca edaaiaaicee mipiieicninuisiaas 120. 86 
eit on co ouhste tt iieicsaraidens oak slain nen pea a tli est 126. 60 





1953, Ist 9 months_______- 91. 00 


Per-thousand valuation of United States imports of plywood from principal 
sources, 1952, and by month in 1953 


| 

Japan 

Year and month ie) 2s 
Red pine | _Biret —_ Other 

1952 | 110. 65 61. 12 
1953—January 112. 43 54. 05 
February | 87. 99 52. 89 
March 99. 71 58. 83 
A pril 100. 88 61. 30 
May... 110. 18 61. 29 
June 107. 49 61. 43 
July 105. 12 64. 16 
August 97.17 59. 52 


Septem ber 
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Per-thousand valuation of United States imports of plywood from principal 


sources, 1952, and by month in 1958—Continued 











Canada 
Year and month . eh sa Weld Ww. 
Western Red ‘ | . 
cedar | Birch Other 
euaiie 7 | a 
1952 ; 1125.00 152. 56 | 174.7: 
1953 January 160. 27 1 69.44 
February 162. 92 244.72 
March... | 148. 37 248. 00 
April. ._.. 151.09 | 216. 66 
May 143. 60 | 222. 38 
June. 155. 92 | 239. 12 
July. 150. 47 227. 7' 
August 147. 25 
September 154. 30 | 
Finland 
Year and month | f cs [= 
. Western : 
Red pine red cedar | Birch Other 
res sibitieige ss nietne acwbbbtoiumits aide acmpn 101. 84 a 74. 67 73. 06 
1953—January _--. os peice wecwsdinaRaiaisiuniintede | 75.17 ‘ 
February Shocks ~tdtenhienddnaee aaa bin 71.05 |_- 
March. - detainee 63. 92 - a 
I  iittaihindstnsinnneibhn = tiichin ine kdibtbRnin ay ir ean binante 84.97 | 75. 52 
May. Sei itt On imine sceeee 7 74.10 |. 
RE maine seas | 92. 15 | 
July |. 92. 72 |..... 
August .. a aid aan GRP bnconsce 
September. - Scanner ae 93. 34 |- 
French ’ 
Year and month Equatorial — 
Africa, other a 
1952 78. 50 95. 24 
1953—January 147. 33 87. 16 
February - | 
March 109. 91 84. 36 
April 89. 31 75. 45 
May 75. 79 | 78.75 
June 74, 21 | 83. 05 
July | 88. 80 
August 69. 42 84. 82 
September..-- 84. 42 80. 35 
———— i = = — 
Italy 
Year and month — an —— 
Birch Alder Other 
nsmmnititat ‘ joa 
1952 91.14 
1953—January 115. 87 
February - 190. 14 
March 56. 11 
April Tt 58. 57 
May.. 216. 91 149. 25 | 52. 54 
June 51. 10 
July 62. 65 
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Per-thousand valuation of United States imports of plywood from principal 
sources, 1952, and by month in 1953—Continued 


Mexico France 
Year and month ae ] 
Spanish 
cedar 


| 
Other Birch Other 


1952 83. 83 130. 06 | 242. 70 
1953—January _. 81. 45 
February ‘ 5. 2 116. 52 | 
Mareh- . ! 62. 02 
April. 132. 17 94. 90 
May 81. 4 132. 94 
June .3 92. 45 83. 26 
July-... . 48 118. 26 106. 85 90. 73 
August_-. 75. § 
September 5 225. 26 


Brazil 


Spanish cedar Other 


SIGs aces , ous m bcos ‘ te daswe E 
1953—January - -- ba } 1 236. 95 | 
February-. : me | | 
March... 
Aprii..... 
May 
June...- 
July. . 
iis ccenaesn . 
September............- 


Less than 1,000-square-feet basis for average value. 


JAPANESE AND FINNISH PLYWOOD INDUSTRIES 


The following information has been obtained from our Embassies in Japan 
and Finland. We had hoped to have information on the plywood industries in 
other countries, but such information is not yet available from reliable sources. 

As Japan and Finland are 2 of the 3 larger exporters, this information is 
particularly pertinent to the issue here. 

Information on Canadian costs is not included, as the ad valorem value figures 
for Canada indicate that with a duty of 15 percent on such prices the Canadian 
costs are comparable to the domestic and the prices of Canadian plywood are 
in most instances competitive with those of domestic producers. It should be 
noted that Canadian plywood exports to the United States are less than in prior 
years. It is quite apparent that the reduction in tariff at Torquay is not result- 
ing in a benefit to Canada. 

The cost figures used as comparison data for the Japanese and Finnish cost 
figures have been obtained from domestic mills which have modern plants and 
efficient operations. A disclosure of the names of these companies would not 
add to this inquiry and would not be helpful to the companies supplying this 
information. 

JAPANESE PLYWOOD INDUSTRY 

Number plants, 226. 
Plywood manufacturing capacity, 1,200 million square feet. 
Principal woods used in export grades of plywood: 

Lauan, Philippine mahogany, 81 percent. 

Japanese lime, 3 percent. 

Beech, 4 pereent 

Sen, 7 percent. 

Birch, 2 percent. 

Others, 3 percent. 
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1953 Japanese production costs, grades 1 and 2, 8 feet by 6 feet by % inch, per 
square foot, United States production costs, %4 inch per square foot, 1952 


Gum- 


Birch wood 


Yen Percent | Dollars 


57.0 | $0. 0275 
8.6 - 00417 
8.6 

17.2 
8.6 


Veneer. __. 

Adhesives (urea) 

Labor ; ‘ 
Manufacturing cost and overhead 
Packing’and inspection 


9. 90 
1.50 
1. 50 
3.00 
1. 50 


$0. 136 

- 0062 
. 0442 
- 0351 


. 00417 
. 00833 
- 00417 |---- 


100.0 | . 04834 


17. 40 


Japanese domestic wholesale prices, lauan 4 inch by 3 feet by 6 feet, per square 
foot: 
Exterior (phenol) : 
Grade 1—¥387=$0.103. 
Grade 2—¥35=$0.095. 
Interior (urea) : 
Grade 1—¥=0.083. 
Grade 2—¥=$0.08. 
Japanese f. o. b. export prices, lauan % inch by 3 feet by 6 feet, per square foot; 
Exterior (phenol) (no joint) : 
Grade 1—$0.076. 
Grade 2—$0.0715. 
Interior (urea) (no joint): 
Grade 1—$0.059. 
Grade 2—$0.055. 
Japanese prices for the above delivered United States port, per 1,000 square 
feet: 


EXTERIOR 

mn one nicindbniihe adele del $76. 00 
. 38 
. 48 

5. 20 


Grade 
Freight 
Insurance 

Duty (estimated) 


INTERIOR 
Grade 1 
Freight 
Insurance 
Duty (estimated) 


Grade : 

Freight 

Insurance 

Duty (estimated) 


Freight 
Insurance 
Duty (estimated) 


Facts about Japanese plywood industry 


In 1948 there were 320 mills in operation. 
eliminated and there are now 226 mills. The mills are small with not over 5 
percent employing over 150 persons. Production increased from 51,125,000 square 
feet per month in 1951 to 85,313,000 square feet in June 1953. At present manu- 
facturing processes are being improved and new machinery installed under the 
impetus of Government regulations which permit depreciation rates up to 50 
percent the first year on newly installed capital equipment. 

Importations of lauan logs in 1952 amounted to 150,560,000 board feet and in 
the January-July period, 1953, to 136,000,000 board feet, an increase of 81.3 
percent. 


Marginal producers have been 


Manufacturing, average wages and hours (per month) 


All employees Production workers {Nonproduction workers 


¥9,067 =$25.20 
¥16,318=$45,30 
¥17,218=$47.80 
*¥13,343 = $37.00 


Lumber and wood products... ._. 
Paper and allied products. ___-.- 
Pulp, paperboard 
Industrial average 


¥12,103 = $33.60. 

\ ¥ 21,596 = $60.00. 
------| ¥22,117=$61.40. 
*¥18,571 = $51.60. 





Source: Facts on Japanese plywood industry obtained from United States Embassy, Tokyo. 
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Time worked 
All employees : 
pS amen meee cS SE ee a ae ee 


Production workers: 
IRS cs cachet ice 
Days_- 


FINNISH PLYWOOD INDUSTRY 
Number of plants, 18. 
Plywood manufacturing capacity, 542,400,000,000 square feet. 


| Production Percent 
(44-inch Exports of pro- 
basis) | duction 


Square feet | Square feet 
1951 532, 230, 000 473, 105, 000 88. 
Dar heeetecs M ; 394, 835, 000 376, 290, 000 95. 


Swedish average production costs per cubic meter, birch plywood, 1953 ; United 
States production costs per cubic meter 


| Markkaa | Dollars Birch ply- 


| 
wood, 1952 


Raw material (including labor) 11, 200 $48.16 | $231. 20 


Manufacturing costs: | 
Material and supplies 1, 900 8.12 | 10. 54 
Power and steam _- 2, 500 10. 62 a 
Manufacturing wages 5, 100 | 22. 07 | 74.14 
Repairs -_-- Ruthie puiinienen 1, 400 | 6.06 | oan 


Total Baie pica Sle = 10. 900 46. 89 


Overhead costs: 
Depreciation ___- bak 926 
Other 3 5, 674 

Total ‘ ‘ 7, 600 32. 68 , 

Transport costs to harbor~- 3 si Ke , 000 4.30 57.7. 


Ode 


Grand total eta ee es 132. 01 


375. 63 


1 cubic meter equals 1,695 square feet 44-inch basis. 

Production cost on 44-inch basis is $0.077 per square foot or $77 per thousand 
square feet. 

United States production cost on 44-inch basis is $0.2215 per square foot or $221.50 
per thousand square feet. 


Labor and social welfare charges account for a total of 46.8 percent of the 
total production costs ; this amounts to 14,359 markkas per cubic meter, or $36.40 
per thousand square feet. The average hours per 1,000 square feet of plywood 
is 32.45 hours, and the average wage is $0.582 per hour. 

The consumption of raw material varies and a consumption ratio of 150 cubic 
feet per cubic meter of plywood is considered good. Using this consumption 
figure and deducting 1,000 markkas from the cost for waste, the raw material 
costs at the works would be as follows: 

Price of raw material at works: 


Dollars per 


; 1,000 square 
Per cubic meter: 
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As the other costs are constant and total the sum of $50.86, the costs of 
Finnish plywood would vary according to the quality of the log from a low of 
$60.52 to a high of $84.93, with the average $78.83. 

Domestic prices for Finnish plywood are as follows: 


Grade A: $154 per 1,000 square feet, 6 millimeters (14-inch). 
Grade B: $111.80 per 1,000 square feet, 6 millimeters. 
Grade B/BR: $90 per 1,000 square feet, 6 millimeters. 


(Facts on Finnish plywood obtained from United States Embassy, Helsinski.) 
Finnish prices, United States west coast port: 


Grade A: $120.07 per 1,000 square feet, 6 millimeters (14-inch). 
Grade B: $101.07 per 1,000 square feet, 6 millimeters (%-inch). 


(Prices obtained from plywood importer, Seattle, Wash.) 


WORLD PRODUCTION OF BOTH SOFTWOOD AND HARDWOOD PLYWOOD 


The Food and Agricultural Organization of the United Nations in the June 
1953 issue of its publication Unasylva prints a report on plywood. 

This report is significant for the reason that it indicates the world production 
of plywood and the threut this production holds for our domestic producers. 
It must be remembered that only in the United States, Canada, Brazil, and 
Sweden is softwood plywood produced. 

These figures are significant as they show that the production of softwood and 
hardwood plywood in Europe in 1951 increased 25 percent over 1950. The 
figures given in this report are in cubic meters (1,100 square feet, %-inch basis). 
so conversion of the principal figures to square feet, %-inch basis shows the 
following: 


1952 
(estimated) 





Production (in thousands of square feet): 
Europe, total , : , 496, 000 
aa a attache ee elie 55, 345, 400 
tintin cipeaabhccousbeawa make oanieth tibetan ; 158, 400 
Germany, West- --_..----- ie . 528, 000 
Italy . 154, 000 
EEE ALO IEL EEG 5, 310, 200 
North and Central America, total_._- idle niet hgcaniadled: , 652, 000 , 136, 000 
Canada. ES fs a eee 314, 6 405, 900 
En a sinincicmnamnegsih pibceenteten tu danuchion 3, 333, , 729, 000 
South America, total 4 countires.._.__-~--- Shin soil ciieiah i 132, 000 
DO, CEE a ERIS « wa pkedacectstcanmeonnetenesbiee 5 RP Ende satebba nde 
Asia, total 4 countries ; a i 291, 500 
i tinvcagedvabenrannncanbes onwnnisnne abelian .§ 256, 300 
Pacific area, 2 countries ; scktnciviiimast bent dss 90, 200 90, 200 
Grand total (excluding U. 8. 8. R.)_..---.-.---- 5, 247,000 | 6, 116, 000 





1 The United States Embassy gives the Finnish production figure for 1951 at 465,700,000 square feet and 
344,800,000 square feet in 1952 on a 34-inch basis. 

1In the figures for the United States, FAO estimates total hardwood plywood production including 
veneer core, lumber core, and container grade at 816,200,000 square feet for 1951 and 726,000,000 square feet 
for 1950. 

* The United States Embassy states that the Japanese production was 536,823,000 square feet on 34-inch 
basis for 1951 and this has increased to an annual rate in 1953 of 1,082,856,000 square feet on 34-inch basis, 


From the above it may be deducted that the FAO figures were underestima- 
tions of the world production of plywood. 

The FOA figure for 1951 of all plywoods of 6,116,000 thousand square feet 
includes softwood-plywood production, which amounted to 3,400,000 thousand 
square feet. Deducting the softwood production, the figure for all hardwood 
plywoods would be 2,716,000 thousand square feet. Excluding a United States 
production of 800,000 thousand square feet, the estimate for hardwood-plywood 
production outside the United States is 1,900,000 thousand square feet. 

As this estimate is for 1951, it does not in any way reflect the situation today. 
Japan alone now has a production in excess of a billion square feet, whereas in 
the FAO figures its production is given as one-fourth of a billion square feet. 
Finland now has a production in excess of one-half billion square feet. The 
production of Japan and Finland alone will increase the FAO estimates by 
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1 billion square feet per annum. It, therefore, can be safely stated that the 
world production of veneer-core hardwood plywood is approximately 3 billion 
square feet, or 34% times the domestic production of veneer-core hardwood 
plywood. 


Comparison of imports of hardwood plywood and domestic production market 
veneer-core hardwood plywood 


{Thousand square feet surface measure} 

















1951 
Domestic production lst quarter 2d quarter | 3d quarter | 4th quarter | Year 
East of Rockies-_-- 198, 659 181, 701 | 147, 942 150, 715 697, O17 
West coast 22, 200 21, 300 | 17, 189 | 15, 854 76, 543 
Total 220,859 | 208, 001 165, 131 | 166, 569 755, 560 
Imports - . | | | 73, 849 
Percent of imports to domestic production . 0. 095 
952 
Domestic production ist quarter | 2d quarter | 3d quarter 4th quarter Year 
sites ; ; | aa ; ee eee 
East of Rockies 154, 586 152, 495 | 153, 682 | 176, 408 637, 170 
West coast 16, 853 16, 566 | 22, 002 | 18, 990 74, 411 
Total 171, 438 169, 061 175, 684 195, 398 711, 581 
Imports _ - 14, 877 17, O17 23, 099 30, 954 85, 936 
Percent of imports to domestic product ion 0. 087 0.10 0. 137 0. 157 0.12 
1953 
| | | . 
Domestic production | lst quarter | 2d quarter | 3d quarter =? 
ahestencttoesocecgiedeteceesealahalitetgaenteestlit Nalini eit alii acclaim came lh ta 
East of Rockies-__-.- ‘ Si cudilbtilienh és | 186, 037 170, 386 142, 586 499, 027 
West coast. . ad | 21, 042 26, 689 22, 000 49, 931 
OE Sct Slade cipal ote Batraty he Aegaanieiien nin 207, 079 197, 075 1 164, 586 548, 960 
Imports dai ate x Tana ae 36, 950 61, 083 63, 833 161, 216 
Percent of imports to domestic production. _..........- 0.18 0. 31 0. 387 0. 293 





! Estimated, 


Senator Matone. I want to thank you for your appearance. You 
are in yaa 

Mr. Hawes. Yes. 

Senator Martone. If you have any further information that you 
think would be helpful to the committee, I hope you will not hesitate 
to send it in to us. 

Mr. Hawes. I would be glad to, Senator. 

I would appreciate if I could keep you up to date on the situation 
with reference to plywood imports as it develops. 

Senator MAtone. We would appreciate that. Will you file a copy 
of your brief when it is ready? 

Mr. Hawes. I will do that, and I will send down a copy of that 
Torquay agreement this afternoon. 

Senator Matong. Thank you. 

fy agreement was furnished and is made a part of the commit- 
tee files.) 

Senator Matone. Mr. Albert Mevi, president, Tartaric Raw Ma- 
terials, New York, is the next witness. 
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STATEMENT OF ALBERT MEVI, RENO, NEV., PRESIDENT, TARTARIC 
RAW MATERIALS, NEW YORK, N. Y. 


Senator Matone. Mr. Mevi, you are familiar with the objectives of 
the committee, I am sure. 

Mr. Mevi. Yes, I am. 

Senator Martone. Will you proceed in your own way ? 

First, identify yourself for the benefit of the committee, and pro- 
ceed. 

Mr. Mevi. My name is Albert Mevi. I reside permanently in Reno, 
Nev., but I am president of this corporation in New York, and as 
such we are buying the requirements in tartaric raw materials, which 
are called argols, for the following firms who constitute all of the man- 
ufacturers of tartaric acid in the United States, namely: Charles 
Pfizer & Co., Inc., in Brooklyn; Standard Brands, Inc., New York; 
Bristol-Myers, New York; Stauffer Chemical Co. in New York; and 
the American Bemberg Co., which is a part of the Beaunit Mills, Inc. 


LACK OF COOPERATION FROM FOREIGN GOVERNMENTS 


Our prcblem in securing these raw materials is that we suffer from 
lack of cooperation from foreign governments in letting us have free 
access to these raw materials, of which we have very little in our own 
country. We have only about one-tenth of our needs from our own 
wine production, and that is the source of all argols. 


USES OF TARTARIC ACID 


Senator Matone. Let me ask you, first, since this is a rather unusual 
raw material, and tartaric acid uses and the raw materials making 
it up are not too well known, will you tell us just what these raw mate- 
rials consist of and what the acid is used for? Also, while I under- 
stand it from your letter, I would like the record to be clear that the 
raw materials are available in foreign nations, but not too much of it 
is available here, and that you do not ask any preference in the foreign 
nations. You want to buy at competitive prices in the foreign nations, 
but that apparently is denied you. 

Mr. Mevi. Right, in certain places, not in all places. 

Senator Matone. Will you proceed with that definition ? 

Mr. Mev. First, I would like to say that tartaric acid is in wartimes 
an essential and critical material. It was such during the last war, and 
it was under allocation. The raw materials were put on the strategic 
program by the WPB, and I was sent abroad under the auspices of 
the FEA, later on the State Department, to secure these raw materials 
in connection with many others. 

Abroad, we went notably through north Africa, Italy, and all these 
various places where we could find them. We even got some out of 
the factories in Germany. Of course, the German factories didn’t 
manufacture any more. 

As to the uses of tartaric acid as a strategic item during war, I will 
mention one of them, smokeless powder. There are several others. 
I don’t think I have to go into the various uses. I think they are 


secret. While I have some knowledge of some, I prefer not to menton 
them. 
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Senator Martone. We want nothing in the record of a classified 
nature, so just make it as plain as you can without disclosing any- 
thing like that. 

Mr. Mevi. During peacetime, Senator, we are not in that same cate- 
gory. While they carry on research programs all the time in the Army 
and the Navy, the actual use only starts with the shooting, real out- 
and-out war. However, our industry is concerned with a continuous 
flow of raw materials, a continuous manufacturing program, and nat- 
urally if a war happens we are ready and we have a stockpile. We 
always carry a stockpile. 

Senator Marone. Is there not a peacetime use for it ¢ 

Mr. Mev. Yes, of course, but I am now talking about strategic use. 

The peacetime use is a food acidulant in any kind of form that you 
wish to mention. It goes into pharmaceuticals and it goes into soft 
drinks. It goes into Sal Hepatica, for instance, made by Bristol-Myers. 

Senator Matonr. What is an acidulant? 

Mr. Mevi. An acidunant is an acid base which you use in connection 
with some bicarbonate of soda to form carbonate dioxide, and then 
you have an effervescent salt. 

Senator Martone. In other words, it is a chemical reaction ? 

Mr. Mevi. It is a chemical, that is right. It is one of the few food 
acids that we have that are really edible. In other words, you have 
tartaric acid, citric acid, phosphoric acid, and lactic acid. Those are 
the four primary food acids that you can use. This is one phase of it. 

Then it is being used in rayon manufacturing as a certain ingredient 
at a certain chemical stage. 

It is used also in certain dyes, such as tartrazine, which you maye 
have heard of. There are many, many uses as a chemical, but the 
primary use in peacetime is food. 

Senator Matonr. There is a firm that we have heard of, Charles 
Pfizer. What is their use? 

Mr. Mevi. They manufacture tartaric acid, among many, many 
other items that they manufacture. 

Senator Martone. They manufacture? 

Mr. Mevi. They manufacture tartaric acid. 

Senator Matong. They do not use it? 

Mr. Mevi. They manufacture, and they may use it in 1 or 2 of their 
own products. 

Mr. ApterMAN. Do they use it in the manufacture of streptomycin? 

Mr. Mevi. No. Excuse me. I am not aware of any such manufac- 
ture, but my knowledge is that on a chemical basis there is no such use 
for that. There could be, but I don’t know where. Tartaric acid is a 
minor operation of Charlies Pfizer. They happen to make that, too, 
along with a lot of other commercial chemicals. 

I am saying this is _—* a separate enterprise in Charles Pfizer 
from their antibiotics. The terramycin, streptomycin, and penicillin 
are quite separate. They started out originally 50 or 75 years ago— 
I don’t know when exactly—making only these commercial chemicals, 
and then, through various stages they got into the fermentation game, 
and that is what brought the antibiotics. But I am not here to speak 
for them on that, because I don’t know their setup on that too well. 


39888—54—pt. 1032 
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DIFFICULTY IN SECURING RAW MATERIAL FOR TARTARIC ACID 


Senator Matone. Tell us about your own activities. 

Mr. Mevt. My specific problem is a very simple one, on the surface. 
It ismore complicated underneath. The various wine-producing coun- 
tries in Europe—primarily France, Italy, north Africa, Spain, and 
Portugal—are our suppliers. 

Senator Martone. What is this raw material? 

Mr. Mevi. It is a byproduct in the wine industry. It forms as a 
crystal in the storage vats on the side. It crystallizes out by itself over 
the years. Then it is removed, packed, and sent to the United States. 

Senator Martone. That is the raw material to which you refer? 

Mr. Mevi. That is the raw material. The volume runs into several, 
maybe 4 to 5 million dollars a year import into the United States. 

Senator Matone. Do you buy it on the open market there? 

Mr. Mevrt. Wherever there is an open market. That is my problem, 

Senator Matonr. That is what you want to do? 

Mr. Mevi. That is what I want to do. That is what we used to do 
many years ago. 

Senator Matonre. Why would they prohibit the shipment of that 
raw material ? 

Mr. Mevt. In order to protect their own home industry. 

Senator Martone. The tartaric acid industry? 

Mr. Mevt. Yes, for two purposes: First, to depress the inland 
market. They have in some places, primarily Spain, an already de- 
pressed labor market, so if they depress the raw-material market 
further than it would normally be by already low labor costs 

Senator Martone. In other words, if they allow you to bid for it, 
then the raw material costs them more? 

Mr. Mevi. Would go up. 

We have today a situation where the production in the world with- 
out Spain—I will talk specifically about Spain later on—balances out 
with the demand, because since the war, first Germany and then Russia 
and her satellites have come into the European market and buy freely, 
against us, naturally, in Italy, in France, in North Africa, and in 
Portugal. There is an imbalance, there is an improper balance today. 

What we are seeking is free access to the surplus of raw materials 
available in Spain. 

Senator Matone. When you say “free access,” you want to bid 
freely for it? 

Mr. Mevr. That is right. I want to bid in competition with any- 
body else who may appear there, including the Spanish themselves. 
The Spanish have accumulated since their civil war, under their very 
strict economy and self-sufficiency, a formidable supply of these raw 
materials running into the tens of thousands of tons that are lying 
around in vineyards and wineries and all over, that have not been 
absorbed by their own tartaric acid industry. 

Senator Matong. That gives them a sort of monopoly of the surplus 
of that raw material? 

Mr. Mevi. It is a monopoly, and it is a state monopoly, and I would 
like to go on record and say in Spain it is a state monopoly whether it 
is called that way or not. 

I would like to state at the same time that otherwise I like to 
live in Spain very much when I get there, because it is a very pleasant 
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and friendly country, but I must say that to deal with them in trying 
to buy something, it is impossible. We have a problem. 

Senator Marong. I do not understand that we want to interfere in 
any way with what they are doing, but by doing that they force us to 
buy the finished product rather than have a finished product industry 
here ¢ 

Mr. Mevi. Right. That finished product they have shipped to the 
United States—and here I come to almost the same statement that the 
gentleman before me made—at a price which is equivalent to what 
we have to pay for raw materials in other markets. Whether it con- 
stitutes dumping or not, I cannot say exactly, because the definition of 
dumping has never been made too clear to me by anybody in the 
Treasury Department or in any other department, because some say 
their home market value establishes the dumping, and the other is the 
cost of production. I am not certain just what is meant by dumping. 

Senator Matone. I find here in a document headed “Department of 
State, for the press, September 26, 1953. Agreements Concluded Be- 
tween the Governments of the United States and Spain,” under “Eco- 
nomic Aid Agreement Between the United States of America and 
Spain,” reading briefly from that agreement : 


ARTICLE IV. Access To CERTAIN PRODUCTS 


(1) The Spanish Government will facilitate the acquisition by the United 
States of America, upon reasonable terms of sale, exchange, barter, or otherwise, 
and in such quantities and for such period of time as may be agreed between both 
governments of those materials originating in Spain which the United States of 
America might require, as the result of deficiencies or potential deficiencies in its 
own resources and for stockpiling and other purposes. In such transactions due 
regard will be taken of the requirements of Spain for such products, both for 
domestic use as well as for its export trade. The Spanish Government will take 
such specific measures as may be necessary to carry out the provisions of this 
paragraph, including the promotion of the production of the materials in question 
and the removal of any hindrances to the acquisition of such materials by the 
United States of America or their receipt. At the request of either of the two 
Governments, negotiations will be initiated for arrangements necessary to fulfill 
the provisions of this paragraph. The Government of the United States of 
America will endeavor to assist the Spanish Government to increase production 
in Spain of materials referred to in this article if it is agreed that such action is 
practicable and consistent with the purposes of the Mutual Security Act, as 
amended. 


This paragraph refers to raw materials. Your raw material is not 
specifically mentioned. Do you understand this paragraph is sup- 
posed to cover it? 

Mr. Mevi. I would like to have it considered as such, and my reason 
for appearing here is that I have very little hope on the basis of my 
past experience with our embassies abroad, or anybody who acts for 
us abroad, that this will be brought to the attention of the Spanish 
Government, and I am still faced as a private industry with the 
embargo of the Spanish Government which forbids the export of 
argols, of which I know there is a surplus available in Spain. 

Senator Matone. This is taken from the Economic Aid Agreement. 

Mr. Mev. I have had the same copy. 

Senator Matone. In your opinion, it is not being lived up to, at 
any rate in your interpretation of it? 

Mr. Mevi. No. This agreement is rather recent. Even during the 
war, Senator, when we were buying as the Government, we were un- 
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able to get material out of Spain. I was there. I was sent there by 
our Government, and I was unable to get anything out of Spain at 
that time. 

Senator Matonr. Several instances have been brought to the at- 
tention of the committee, as for example we secured a certain raw 
material from India that went into the manufacture of our uranium 
fuels, and they stopped the export of such material in peacetime. It 
has happened two or three times with different nations. 

This again emphasizes the danger of becoming dependent on any 
outside nation, does it not? 

Mr. Mevt. It does, definitely. I am saying that naturally the ideal 
way of being self-sufficient in any such program would be to manu- 
facture this product in some other way. Studies have been made 
looking toward manufacturing it synthetically. They have never 
proven satisfactory so far. We may find it yet. 

In the meantime, however, it is our recommendation that we should 
not grant a nation such as Spain special treatment or reciprocal treat- 
ment which they do not live up to, by prohibiting the export of a raw 
material which we need especially. When you give somebody some- 
thing, you want to get something back in return. This is freely avail- 
able in Spain. 

I am not talking about utopia. This is really coming out of their 
ears. Yet we cannot get it out of the country because they want to 
depress their home market on this raw material and then ship finished 
tartaric acid hopefully over here. They don’t ship it directly over 
here. They ship it in a triangle via England or Holland in here, 
because there is a different currency operation involved which further 
depresses the price. 

Senator Martone. Explain that currency operation. 

Mr. Mevt. In other words, our dollars mean a great deal to Holland 
because they want to have dollars. So if we buy tartaric acid from 
Holland, they will make a concession in price on that tartaric acid 
because they in turn can ship certain products manufactured in Hol- 
land to Spain which they would like to get rid of, and Spain to pay not 
in dollars, which they keep, but under a certain clearing that they have 
established between Spain and Holland. 

Senator Martone. Payment in goods? 

Mr. Mevr. In goods. In other words, they may supply them with 
surgical instruments or lamps, or what have you. 

However, with us they will have the dollars, and with those dollars 
they can operate in the world market and act as if they were in turn 
the United States, commercially speaking. 

Senator Matonr. Would you say that that would be an example 
of a sort of cartel system ? 

Mr. Mevt. It is a cartel system, in that we don’t have any free access 
to a product which is available, but something that is forced upon 
us that we may or may not want; but we would like to buy something 
freely in the market, and we cannot. 

Under the trade treaty with Spain, we should be permitted to do so. 
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BARRIERS TO EXPANSION OF INTERNATIONAL TRADE 


Senator Marone. I have in my hand an excerpt from Dr. O. Glen 
Saxon’s brief on trade and other factors. He is from Yale University, 
New Haven. He was to appear here this morning before the com- 
mittee, but through some misunderstanding he may now appear Satur- 
day morning. He says inthis connection, which may be apropos: 


Other effective barriers on expansion of international trade are national and 
international cartels, governmental and intergovernmental commodity control 
schemes, and state production, state financing, and state trading. 


That is what you are talking about. 
Mr. Mev. Precisely. 
Senator Matone (reading) : 


Private cartels: One of the most common, as well as most effective, devices 
used in the period between the two wars and most likely to be revived and in- 
tensified in the immediate future is the international private cartel. It has 
been used extensively as a weapon of offense against particular nations on a dis- 
criminatory basis. 

Monopoly has never been considered illegal in Europe 


in other words, outside the United States there is no such thing as 
antitrust law— 


as it has been in the United Kingdom and in the British Empire at times (though 
not since 1920), and in the United States since 1890 (except when chartered as a 
genuine public utility and so regulated by Government to prevent abuses). 

The chief function of cartels—private or governmental—is to restrict 
production— ? 


which is what you are talking about. 
Mr. Mevt. Right. 
Senator MaLone (reading) : 


fix prices, allocate sales territories, and generally restrict competition among 
competitors. They are organized by national producers or their governments 
in order to effect these purposes within their own countries. Most European 
industries are so organized. The various national cartels of particular indus- 
tries are usually coordinated by an international cartel in each field which serves 
to allocate territory and fix prices on the world markets. Frequently, they have 
adopted the process of “dumping” their products abroad at prices below those 
maintained on their home markets. 

They also sell cartelized products into third or neutral foreign markets at 
prices below their true production costs in order to foreclose United States and 
other foreign competitors from entering those markets. 

These cartels were so effective against United States exporters that, as early 
as 1919, the United States, through the Webb-Pomerene Act, authorized United 
States exporters to compete, by coordinated action, with foreign (private) inter- 
national cartels so as to permit them to retain at least some percentage of their 
foreign markets in these cartelized fields by mutual agreement with foreign 
producers. This action, however, is permitted to United States exporters only 
on condition that they do not restrict production, fix prices, or engage in other 
unfair competitive practices on the United States (domestic) market. 

Private cartels were purely permissive abroad until the rise of dictators out- 
side Soviet Russia in the second decade of the period between the two world wars. 
Hitler, Mussolini, and Tojo, each in his respective nation, made cartelization of 
all industries compulsory under state domination of their production, wages, 
hours of work, and prices. 

These monopolies held domestic prices in their countries at relatively exorbi- 
tant levels in comparison with those of the United States. The economies of 
these nations were based upon monopoly capitalism, not upon competitive ‘capi- 
talism as in the United States. It was primarily for this reason that the peoples 
of Europe (and Japan) were willing to accept communism, fascism, or socialism. 
To them there was little, if any, difference between private monopolies and 
state-owned-and-operated monopolies. 
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Mr. Mevt. Indirectly, of course, the importation of the tartaric acid 
from Spain, whether it comes directly or indirectly, without getting 
the raw materials affects, naturally, our domestic industry, too. In 
other words, at Torquay our duty was reduced from 8 cents to 6 cents 
a pound without any reason given. Nobody asked for it. It was just 
dumped. Not one single person asked for it. 

I would say that 6 cents is equally as ineffective as 8 cents, but I 
don’t like to go into that phase of it because I am not manufacturing. 
Tn other words, I am concerned only with securing the raw materials. 

It might be well to get a statement from the tartaric-acid industry 
giving you all the various factors on their suffering from this impor- 
tation of tartaric acid. 

Senator Matone. Could you secure a brief written on that partic- 
ular subject and submit it to the committee to follow ? 

Mr. on. Yes. I would like to suggest, however, that it be not 
a part of my work, because if I were to have any connection with 
the final sale of the product, then of course my efforts in buying 
might be construed as trying to establish a monopoly, and I am not. 

enator MAtone. Arrange to have such a brief submitted, will 
you? 

Mr. Mevi. Yes; surely. 

In the meantime, I would like to repeat two things: That is, (1) 
that we feel that the continuation of the reciprocal trade treaty might 
encourage more cartels abroad and hamper us more in securing raw 
materials; and (2) that if our State Department could be instructed 
to help us a little bit abroad, it might do some good. 

Senator Matone. The State Department so far has made trades 
which have been just the opposite of helping you, as I understand. 

Mr. Mevr. That is just it, and that is my complaint. 

Senator Matone. The Bristol-Myers Products Division are in the 
business of manufacturing these products? 

Mr. Mevt. Right. 

Senator Marone. And they are located at 630 Fifth Avenue? 

Mr. Mevi. Radio City. 

Senator Martone. I will ask that this letter be inserted in the record 
at this point. Also a letter from the Beaunit Mills, Inc. 

Mr. Mevi. That is a rayon manufacturing company. 

Senator Matone. 450 Seventh Avenue, New York City. I will ask 
that this letter be made a part of the record. Also a letter from 
Stauffer Chemical Co., 420 Lexington Avenue, New York City, dated 
December 10, 1953, will be made a part of the record. And 2. letter 
from Chas. Pfizer & Co., Inc., 11 Bartlett Street, Brooklyn, N. Y., 
dated December 10, 1953, will be made a part of the record. 

(The letters referred to follow :) 

BRISTOL-MyYeErs PRODUCTS DIVISION, 
BrISTOL-Myers Co., 
New York, N. Y., December 9, 1958. 
Hon. GEORGE MALONE, 
Senator from Nevada, 
Senate Ofiice Building, 
Washington, D.C. 

Dear Str: We are considerable purchasers abroad of argols (tartaric raw 

materials) which are purchased for us to make tartaric acid. Since the war 


there has been a restricted market for argols due to the embargo on exports 
of argols by the Spanish Government. The resulting high price of raw material 
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has consequently put the American manufacturers at a distinct disadvantage in 
competition with foreign sources. 

Our representative for the purchase of argols.is Tartaric Raw Materials, 
Inc., of 30 Church Street, New York 7, N. ¥. They will get in touch with you 
for the purpose of obtaining the help of our Government in securing access to 
these raw materials from Spain under the recent commercial treaty with that 
country. 

Anything you can do to strengthen our heretofore unsuccessful efforts will 
be greatly appreciated. 


Yours very truly, 
Rosert B. Brown, President. 


BEAUNIT MILLS, INC., 
PURCHASING DEPARTMENT, 
New York, N. Y., December 7, 1953. 
Hon. GreorGE MALONE, 
Senator from Nevada, Washington, D. C. 

e Dear Str: On November 27, Tartaric Raw Materials, Inc., wrote you request- 
ing your help in obtaining argols under the recent commercial treaty with 
Spain. 

It is most important that we obtain argol raw materials from this source. 
In order to accomplish this, it is necessary that we obtain the help of our 
Government. 

Any help that you may be able to extend in our behalf with regard to the 
above will be greatly appreciated. 


Yours very truly, 
. P. F. BEVELHEIMER, 


General Director of Purchases. 


STAUFFER CHEMICAL CoO., 
New York, N. Y., December 10, 1953. 
Hon. GrorGe MALONE, 
Senator from Nevada, Washington, D. C. 

Dear Sir: We believe that you are familiar with the use of argols as a raw 
material for the production of tartaric acid in this country and the fact that 
a very substantial part of the argols consumed are imported from abroad. We 
and other companies using argols have encountered difficulty in obtaining rea- 
sonably adequate supplies from abroad, and it is for this reason that we trust 
we may Solicit the help of our Government, and particularly the Senate com- 
mittee, of which you are the head, for strategic raw materials. 

Our purchases of argols from abroad are made through Tartaric Raw Ma- 
terials, Inc., 30 Church Street, New York 7, N. Y., and so that you may be 
better familiarized with some of the past and present difficulties that we have 
encountered in the purchase of argols we have asked our representatives to 
discuss the matter with you. It is our belief that we should be able to purchase 
reasonable quantities of argols from Spain under the commercial treaty re- 
cently made between Spain and the United States. With this thought in mind, 
we would be grateful for any help that you may render in making it possible 
for us to obtain argols from Spain. 

tee you for your good understanding and anticipated support, we 
remain, 


Yours very truly, 
A. H. Swanson, Director of Purchases. 


CHAS. PFIzER & Co., INC., 
Brooklyn, N. Y., December 10, 1953. 
Hon. GEorGE MALONE, 
United States Senate, 
Washington, D. C. 

Dear Sir: The Tartaric Raw Materials, Inc., 30 Church Street, New York, 
N. Y., are our representatives for the purchase of argols from abroad. 

Mr. Albert Mevi, president of this company, will contact you for the purpose 
of obtaining the help of our Government in releasing these raw materials for 
export from Spain to the United States. 
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Mr. Mevi will explain the restrictions which have prevented our being able 
to obtain supplies from Spain and we will appreciate any help you can give 
him to eliminate these restrictions. 

Very truly yours, 
H. A. Porrras, Vice President. 

Senator Matone. We will include as a part of the record at this 
point, as an exhibit, exhibit No. 1, a document headed “Department 
of State, for the Press, September 26, 1953, Agreements Concluded 
Between the Governments of the United States and Spain.” It in- 
cludes the economic-aid agreement between the United States of Amer- 
ica and Spain. This is release No. 519. 

Mr. Mevi. Senator, I cannot add very much more except the hope 
that if these nations over there realize that we are not just Santa Claus 
and can be played around with, we may get a fairer deal. That is 
really what [ am driving at. * 

Senator Matone. Let me see if I have understood your testimony. 
The raw materials are in Spain. Is that the only area? 

Mr. Mevi. No; there are other countries, but there we have fewer 
difficulties. 

Senator Matong. What you are asking for is the privilege of bid- 
ding for the raw materials in the countries where they are produced ? 

Mr. Mevi. Right. 

Senator Martone. Notably, Spain? 

Mr. Mev. Right. 

Senator Matone. And you are prohibited from doing that? 

Mr. Mev. Right. 

Senator Matong. They do, in your opinion, hold these raw mate- 
rials and prohibit such bidding or buying or purchasing from Amer- 
ica, for two reasons: One, to depress the wages, because if they cannot 
be sold outside the country, the manufacturing business of the Nation 
itself will control the price? 

Mr. Mevr. Right. 

Senator Martone. The price controls the wages? 

Mr. Mevr. Right. 

Senator Martone. Secondly, so they can build their own domestic 
industry and sell the finished product to America without com- 
petition ? 

Mr, Mevi. Right. 

Senator Mavone. Is that the story? 

Mr. Mevt. That is precisely the story. 

Senator Matone. I do not understand that you are questioning 
Spain’s privilege, or any other nation’s, to do exactly what ay are 
doing. What you are questioning is our continual help in building 
them up while they are doing that. 

Mr. Mevi. Right. If we have a treaty, what good is it if it is one- 
sided ? 

Senator Matonr. They are all one-sided. I have said this on the 
Senate floor, that no nation has ever kept a trade agreement with the 
United States of America. They are not really trade agreements in 
any case. They are agreements to lower tariffs. They make the 
agreement with one nation, not always with the principal nation, and 
then the most-favored-nations clause makes the benefits available to 
all nations. Then the other nations manipulate the price of their cur- 
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rency and they enter into cartels. They manipulate the market and 
regulate the sales, with inside agreements, and the United States is 
never in on the deal. 

Mr. Mevt. No, we are not. 

Senator Mavonr. In other words, do I understand you to say that 
the foreign nations understand foreign trade, and we have a lot to 
learn ? 

Mr. Mevt. We are very new, and I would like to say that I have 
tried to bring this home in my former work in the Government to a 
lot of officials, and also to our industrialists, and I have failed on many 
occasions, and I have developed a sort of inferiority complex on that 
score because I don’t seem to be able to show those people that we can’t 
continue simply to hand out and hand out and hand out, without ever 
putting our foot down and saying, “Look, fellows, what are you 
going to do?” 

Senator Maronr. Of course, some of us have continually borne 
down on the point that finally it all goes out and nothing comes in. 
Finally the debt is now nearing our taxable property valuation. 

Mr. Mevi. Precisely. 

Senator Martone. Nevertheless, that is our policy and that is our 
problem. 

Did you ever deal with anyone in the State Department ? 

Mr. Mevr. Yes. 

Senator Martone. Who? 

Mr. Mevr. I have worked under several men in the State Depart- 
ment abroad, and I have found one man that I can say very honestly 
had a great understanding for our problems. He is one of the few I 
have run across. That is a man by the name of Livingston T. Mer- 
chant. He is now, I think, Assistant Secretary for European Af- 
fairs. He is one of the very few. 

Senator Maroner. Is he in Europe or here? 

Mr. Mevt. I think he is here at the present time. I have not met 
him lately. I have, however, tried to explain our problem, even dur- 
ing the war, to commercial attachés. I don’t remember all the names. 
I have had experience also with the famous Moroccan situation in 
Casablanca, where we were supposed to have free trade and never did 
have it. It was just impossible to get that point across to anybody. 

Specifically, I refer here to a meeting several years ago in Washing- 
ton at the State Department, held by then Assistant Secretary Willard 
Thorp—I think the title was Assistant Secretary—on the score of 
Moroccan free trade. There were 11 firms present. At that time I was 
no longer with the Government. That was only during the war period 
that I worked for them. 

Senator Martone. What was Mr. Thorp’s explanation ? 

Mr. Mevi. Mr. Thorp’s idea was, “I would like to hear all you have 
to say.” I made our viewpoint quite clear, now coming back to the 
raw materials again, that we could not put up a refining plant in 
Morocco which they wanted us to put up in Morocco, with American 
funds, if we then became subject to the cartel of manufacturers, or 
whatever they call themselves in France and in Morocco primarily, 
which might permit us 1 percent of the total production of, let us say, 
a refined or half-refined olive oil. You cannot go into any country 
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and really sink a lot of money in there, and at the same time be subject 
to a cartel control. 

The cartel-control question in Morocco, where we did have and 
supposedly still have extraterritorial rights, was a very strong one. 
Yet, there was absolutely no effort made to recognize it or to facili- 
tate a free operation in Morocco. 

We gave up both projects, namely, the refining of argols into a 
higher grade of raw materials to save on freight, and we also gave up 
the project of refining olive oil at a very much lower cost of produc- 
tion with a special process, because we could not get any assurance of 
free operation in Morocco under our guaranteed rights. 

I put this before Mr. Willard Thorp, and I never got any action or 
anything at all. 

Senator Martone. What did he say? 

Mr. Mevr. Nothing. 

Senator Martone. I would like to make a part of the record at this 
time as exhibit No. 2, a document entitled “Moroccan Treaty Viola- 
tions Continue Despite Legislation and International Court Verdict,” 
December 16, 1953. 

Did you ever deal with a man by the name of Armstrong? 

Mr. Mevt. He was present at this meeting with Mr. Willard Thorp. 
He was sitting there. I don’t remember what he looks like, but he was 
there, too. Then there was another man 

Senator Martone. Mr. Evans? 

Mr. Mevi. No, I don’t remember him. I usually have a good mem- 
ory for names, but there were several others there. 

Senator Matone. You may supplement your testimony on this 
point, if you will. Send in the complete list as soon as possible. 

Mr. Mevr. I would like to do that. I have it in my notes in New 
York. 

(The complete list referred to was not furnished at the time the hear- 
ings were printed.) 

(The following information was subsequently supplied for the 
record. ) 





Exuisit No, 2 


MoroccaN TREATY VIOLATIONS CONTINUE DespITE LEGISLATION AND 
INTERNATIONAL CoURT VERDICT 


Treaties, reaffirmed by the International Court of Justice on August 27, 1952, 
establish free competition in Morocco and give United States enterprise, trade, 
and investments equality with those of France. The Department of State agrees 
that French officials refuse to abide by the treaties or to honor the Court verdict. 
It has shown neither will nor ability to remedy this. 

Congress passed three laws intended to end Moroccan treaty violations through 
curtailing aid to France. Enforcement of two was evaded by the Acheson 
regime which always opposed these treaties and the free economy which they 
require in Moroeco. The third is interpreted so restrictively that it is ineffective. 
The matter is still under the jurisdiction of Acheson-appointed officials at the 
top, second, and fourth echelons involved (John Carter Vincent, former minister 
to Morocco, has been replaced). The flimsy Acheson excuse, that the protectorate 
might legally have altered our treaties, was dispelled by the Hague Court. How- 
ever, State Department lack of vigilance, as Senator Dulles called it, still per- 
sists. Before Secretary Acheson’s appointment the Department of State de- 
fended these United States treaty rights as a normal duty, without special 
congressional mandate. 

The French press has repeatedly stated, without published contradiction, that 
the Department of State supports the Frenchy position. French officials now 
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suggest legitimatizing treaty violations by revising the treaties. Some State 
Department officials apparently favor this solution. 

Advocating that aid be withheld from France in retaliation for these treaty 
violations Senator Wiley said: 

“Not one tangible result has come from all this State Department shilly- 
Shallying. Not one cent has been reimbursed. Moroccan laws limiting American 
business activities still are in force. * * * I do not believe our relations abroad 
were ever improved by a policy of weakness which only makes us ridiculous. I 
think this farce has continued long enough” (p. 11491 Congressional Record, 
July 28, 1950). 

Those remarks still apply. The situation still should be remedied. Again 
quoting Senator Wiley: ‘““l'o do otherwise would be to encourage other countries 
deliberately to break their treaties with the United States.” 

Remedies requested 

That France be reminded of all the circumstances leading to the International 
Court action and be informed that the United States insists that the treaty 
status resulting from the verdict be effected without further delay and that Amer- 
icans be fully compensated for losses and customs overcharges resulting from 
legislation voided by the Court. 

That United States Foreign Service officers in Morocco be similarly informed 
and be instructed to oppose all official Moroccan acts or decisions inconsistent 
with the Court verdict. 

That it be made clear that the position repeatedly taken by Congress in this 
matter is the United States position; that French treaty violations cannot be 
legitimatized by executive acts and will not be legitimatized by renegotiation. 

That the Secretary of State and the Foreign Operations Administrator act 
under existing laws to enforce the Court’s verdict, with congressional intent as 
their criterion. 


VIOLATIONS OF UNITED STATES TREATIES IN MOROCCO 


Treaties require free competition 

Treaties between the United States and France and Morocco require Morocco 
to limit customs and maintain “economic liberty” (free competitive enterprise). 
They also guarantee United States enterprise, trade, and investments in Morocco 
complete equality with those of France. Conversely, they assure Morocco the 
right to buy, sell, and obtain capital in free, worldwide competition 


French officials eliminate competition 


Opposed by all Moroccans and most French settlers, French officials set up a 
system of customs discriminations, restrictive licensing, cartels, quotas, and 
embargoes. This gave a few Frenchmen complete domination of Morocco’s 
economy, doubled France’s prewar share of Morocco’s trade. American pro- 
tested. Congress intervened, the Department of State promised remedies. 


Two 1950 laws are evaded 


When these State Department promises were “shown not to be worth the 
paper they were written on” (as Senator Wiley put it), Congress in 1950 passed 
the Connally amendment to the ECA Authorization Act. This requires the For- 
eign Operations Administrator to end discriminations brought to his attention 
by the Department of State. When it was rendered inoperative by Secretary 
Acheson’s failure to certify discriminations, the Morocco amendment proposed 
by Senator Hickenlooper was passed in the 1951 General Appropriation Act. 

This in effect withheld aid from France so long as Morocco, in the opinion of 
the President, fails to comply with United States treaties. This law was ren- 
dered inoperative when Secretary Acheson announced that President Truman 
would not express an opinion until the International Court of Justice had passed 
on France’s claim that changed economic conditions and the establishment of 
the French protectorate over Morocco had modified United States treaty status 
there. The Department of State told Congress that United States submission 
to the Court was mandatory but later admitted this was incorrect. Aid was 
continued to France just as if the amendment had not been passed. 


The International Court’s verdict establishes free competition and United States 
equality, but is ignored 

The August 27, 1952, verdict unanimously reaffirmed the United States treaty 

position in all economic matters. The Department of State admits that the ver- 
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dict requires free competitive enterprise and United States trade equality as 
they existed in Morocco before the protectorate and as they still exist at 
Tangier. (Tangier, an integral part of Morocco, is bound by the same treaties. 
Its international governing commission respects them. France avoids this free 
enterprise competition by maintaining an entirely illegal custom and currency 
barrier between the French and International Zones of Morocco.) 

France had solemnly promised to abide by the court’s verdict ; in consequence 
received about half a billion dollars aid. The usual leniency which the United 
States shows toward France prevented guaranties or requirement for reimburse- 
ment. The Court found that France, since 1948, had been guilty of treaty viola- 
tions, making it irrefutable that France was not entitled to this aid. Under the 
circumstances the least that even a diplomacy of milquetoasts could be expected 
to obtain would be full, prompt compliance with the verdict and fair compensa- 
tion to Americans for losses and illegal charges incurred since 1948. None of 
this was done. Even the President’s opinion, which had been deferred “until 
the verdict is rendered,” has not been expressed. This leaves France free to 
receive the residue of the 1951 appropriation. 

Recent legislation, interpreted to favor France 

Kleven months after the verdict no redress had been made, treaty violations 
continued, and the Moroccan press was boasting of “our great allies’ pyrric vic- 
tory” at The Hague. Senator Hickenlooper proposed and Congress passed an 
amendment restricting counterpart fund payments to France unless the Moroccan 
treaties as reestablished by The Hague were respected. This made it necessary 
for the Department of State to officially inform the Foreign Operations Adminis- 
tration that France is continuing to violate the treaties. However, the law, 
intended to withhold pipeline counterpart funds, the frane equivalent of several 
hundred million dollars, has been interpreted to withhold only current counter- 
part, which is negligible. The FOA General Counsel states that this is the mini- 
mum the law requires, that withholding pipeline counterpart would be legal but 
is not mandatory. 


ifter almost 5 years—an unchanged situation 

The State Department has refused or ignored repeated requests that it insist 
upon the reestablishment of the treaty status which The Hague reaffirmed. It 
has not certified violations under the Connally amendment. It has not obtained 
the President's opinion that Morocco is not complying with treaties, as envisaged 
in the 1951 Appropriation Act, leaving the FOA free to give France the residue 
of these funds. However, the Acheson regime implemented the part of the ver- 
dict favorable to France (limiting United States courts) in September 1952, 
although good bargaining would have demanded simultaneous implementation 
of the entire verdict. This situation still is being handled by a hierarchy in 
which 3 of the 4 echelons involved are headed by Acheson designees. The excep- 
tion is the replacement of John Carter Vincent as minister at Tangier. 

The French and Moroccan press have repeatedly stated, without published 
United States contradiction, that the Department of State would minimize the 
effect of the legislation to require compliance and that the Deparment supports 
the French position. 

French officials, apparently with United States diplomatic encouragement, now 
are proposing the matter be arranged by modifying the treaties to legitimatize 
their current treaty violations, 


Senator Matone. We certainly appreciate your appearance here, 
Mr. Mevi. I think we understand your problem. 

The interest of the committee is the availability of this material in 
time of war and for our expanding economy and security. If you 
have further information that you think will be of value, when you 
return to your office will you send us an additional brief as part of 
your testimony. 

Mr. Mev. Yes. 

Senator Martone. We thank you very much for your appearance. 

We stand in recess until 9: 30 in the morning. 

(Whereupon, at 4:10 p. m., a recess was taken until 9:30 a. m., 


Friday, December 18, 1953.) 


a 
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STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


FRIDAY, DECEMBER 18, 1953 


Unirep States SENATE, 
SPECIAL SUBCOMMITTEE ON MINERALS, MATERIALS, 
AND FueL_s EcoNOMICS OF THE 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in the commit- 
tee room, 224 Senate Office Building, Washington, D. C., Senator 
George W. Malone (chairman of the subcommittee) presiding. 

Present: Senator George W. Malone, Nevada. 

Present also: Jerome 8S. Adlerman, counsel to the subcommittee, 
and George B. Holderer, subcommittee engineer. 

Senator Martone. The subcommittee will be in order. 

Mr. Stackbein, the Chairman of the Nativiai Tabor-Management 
Council on Foreign Trade Policy, is with us here this morning. 

We are glad to see you, Mr. Strackbein. I remember with distinct 
pleasure our association over the years, and I consider you one of the 
studious people in consideration of any question in which you become 
interested, and particularly this foreign trade issue. 


STATEMENT OF 0. R. STRACKBEIN, CHAIRMAN, THE NATIONWIDE 
COMMITTEE OF INDUSTRY, AGRICULTURE, AND LABOR ON 
IMPORT-EXPORT POLICY 


Senator Matone. You are, I know, familiar with the objectives of 
the subcommittee under Senate Resolution 143, to determine the avail- 
ability of critical materials, which includes minerals, materials, and 
fuels, about 77 of them, and their availability for our expanding 
economy and for our security. I am sure you heard some of the 
testimony and questions while Governor Arn was testifying. 

It has been shown here that there are times, even in peacetime, when 
it becomes difficult to get a material on which you become dependent, 
on account of the export policy and other disruptions in foreign gov- 
ernments and nations. 

We are very glad to have you this morning, and if you have a pre- 
pared statement you may either comment from it or offer it for the 
record or read it, and then make any comments that you think would 
be helpful to the committee. 

Mr. Srracksern. Mr. Chairman, my name is O. R. Strackbeiri. I 
am chairman of the Nationwide Committee of Industry, Agriculture, 
and Labor on Import-Export Policy. 
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Mr. Chairman, I do have a statement which I would like to read. 

Senator Mavone. Go right ahead. 

Mr. Srrackeern. I want to thank you, of course, for the privilege 
of appearing here today and testifying briefly on a most important 
matter of national policy, that is, our foreign-trade policy. 

This policy has a most vital relation to our national safety and 
defense. 

We are hopeful that the data gathered by this group and your delib- 
erations will help shape a trade policy which will be in the best inter- 
ests of the United States. 

We are certain that you will not overlook certain fundamental facts 
related to our foreign trade. Trade is not an end in itself. It is of 
value only when both parties to the exchange benefit. Trade can con- 
tribute to growth and prosperity. By the same token, it can also be 
destructive. 


TRADE A BASIS FOR NATIONAL ECONOMIC GROWTH 


There are various reasons for trade: The lack of essentiai raw ma- 
terials; an exchange of noncompetitive and needed products and 
goods; the desire to obtain a mass market and exchange between 
countries which differ in technology and productive development. 

Looking at these reasons, it is clear that this country needs certain 
raw materials; is importing them and will continue to do so. We 
also are exchanging, and will continue to exchange, our goods and 
services for tropical products and other things, such as tin and similar 
minerals which we do not produce and which, because of soil content 
and climate, we are not likely to produce. 

But it is clear that we do not need to trade to obtain the benefits of a 
mass market. We have the greatest such market in the world. Nor 
do we need to trade because we lag behind in technology and produc- 
tive development. 

In trying to weigh the role of foreign trade it should not be over- 
looked that we have the highest living standards of any nation in the 
world. In this respect we stand on a plateau. Our wage standards 
are the highest in the world. This gives the people of the United 
States the purchasing power to-absorb the greater part of our tre- 
mendous output of finished goods. Our own best market is the United 
States. Anything which weakens substantially our internal purchas- 
ing power weakens our entire structure. 


WHO WANTS FURTHER TARIFF REDUCTIONS AND WHY? 


With these preliminary remarks let us try to understand the forces 
back of the rising cry for further tariff reductions and increased 
exports. 

After World War II the United States sought to bolster the econo- 
mies of the countries outside the Iron Curtain with grants and loans, 
mostly the latter. The amount in aid has been well over $40 billion, 
but there has been increasing resistance to these grants. So the eco- 
nomic aid period seems to be approaching an end. 

Certain of our industries have profited greatly by shipments abroad ; 
and insurance companies, banks, shipping concerns, and many other 
interests which live indirectly on foreign trade, have also benefited. 
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With the grant or aid period apparently coming to an end, these 
industries and interests quite naturally are wondering whether there 
is not some way of continuing this flow of goods abroad. 


“TRADE NOT AID” SLOGAN ORIGINATED BY BRITAIN’S CHANCELLOR OF THE 
EXCHEQUER 


Increased trade has been considered as a substitute for the grants 
and loans. The idea has been put forward and propagandized assidu- 
ously that we must admit more goods into this country. The theory 
goes that this will give foreign nations the dollar exchange to continue 
their heavy buying in the United States. One of the slogans which is 
being used in the propaganda campaign is “trade not aid,” a phrase 
credited to the Honorable Richard A. Butler, Britain’s able Chancel- 
lor of the Exchequer. However, slogans often conceal more than they 
reveal; therefore, let us examine this whole question of foreign trade 
from the standpoint of our own broadest national interests. 

One of the arguments put forward in favor of an increase in im- 
orts is that we must close the dollar gap. This gap is the difference 
etween the value of our exports and our imports, including the so- 

called invisible items. In 1947, our excess of exports over imports 
reached a total of $8.6 billion. By 1950 this situation had changed 
sharply and the dollar gap amounted to only $1.4 billion. The gap 
widened again with the outbreak of the Korean war, when everyone 
anticipated a return to the conditions of World War II. When it 
became apparent that world war III was not at hand, the dollar gap 
again began to narrow and indications are that it has virtually been 
closed for 1958. Under the circumstances, this was only to be ex- 
pected. 


ARTIFICIAL PROSPERITY DURING POSTWAR RECONSTRUCTION PERIOD AND 
KOREAN WAR 


The origin of the dollar gap is not difficult to determine. We sent 
a tremendous volume of exports abroad for several reasons which 
were not connected with ordinary commerce between nations. Much 
of this volume was in the form of reconstruction materials and arma- 
ment. We gave this a dollar value but, obviously, we actually gave 
it away. Our allies were too preoccupied with their problems of 
rehabilitation following the war to divert their limited resources to 
munitions; and their dollar reserves were too low to cover the needs 
of reconstruction. We undertook to supply their needs and did so 
in behalf of what we considered our own best interests. 

We fed and clothed people in the war-torn countries; we lent money 
for the rebuilding of factories and for equipment destroyed during 
the war. Most of the funds we sent our allies were spent in this 
country, since we were about the only Nation which had not suffered 
severely by the destruction of towns and factories. In other words, 
a large part of our export trade in the years immediately following 
the war and during the Korean crisis was artificial trade, and we 
could not expect to maintain it indefinitely. It ceased when the needs 
which gave rise to it came to an end, or subsided. 

Furthermore, during the years I have mentioned, we were helping 
rebuild the productive capacity of nations which formerly exported 
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large quantities of goods: Britain, Western Germany, other Euro- 
pean countries, and Japan. Most of these nations depend upon ex- 
ports to a much greater extent than the United States. It was only 
natural, then, that they should again seek their former markets once 
they had recovered from the 1 ravages of war, and it was natural also 
that this should diminish our sales abroad. 

It is illogical, then, to expect our own exports to continue in the 
volume which would please the industries and interests which have 
benefited from them. 


INDUSTRY AFFECTED BY FREE IMPORTS 


Admittedly, some industries are being injured today by imports. 
This injury would be intensified and extended to still other industries 
if we should adopt a policy looking toward further substantial re- 
duction of our tariffs. 


SOME ADVOCATE SUBSIDIES TO INDUSTRIES HURT BY LOW TARIFFS 


The free-trade groups, through spokesmen like Henry Ford ITI and 
John S. Coleman, president of the Burroughs Corp., recognize that 
some industries would be severely hurt by a free-trade policy and 
they put forward what seemingly is a most generous proposal. This 
is that the industries which would be hurt by imports be subsidized. 
There are, of course, no details of the subsidy plan; how much it 
would cost; how and when it would operate, and who would make 
the decisions. The general criterion, no doubt, would be that the plan 
would apply to any ‘industry badly hurt by a trade policy of progres- 
sive reduction of tariffs. Where this progressive reduction would 
end, nobody seems to know, this side of free trade. If the theory 
behind the free-trade policy is valid, the subsidy plan would end 
when all tariffs and other measures which restrict trade and com- 
merce between nations have been eliminated. 

I would like to point out that the subsidy plan actually is a plan 
to kill an industry as mercifully as possible. It is not intended to 
keep the industry alive if it cannot meet foreign competition, but 
simply is calculated to lessen the shock of the industry’ s demise. I 
take it that some of the subsidies would go to the workmen at the 
plants and mines which would be abandoned; other funds to the 
owners of the plants. I don’t know whether the merchants and 
others in the towns located around the plants would be subsidized, or 
not, although they would be in bad shape with the wiping out of the 
industry upon which the area depended. There are all sorts of ques- 
tions about the subsidy plan which require more detail; suffice it to 
say that it is anesthesia for a dying man and is not something intended 
to help him live. 

The freetraders indicate that a relatively small portion of the 
economy would be affected by the tariff program which they have 
in mind. However, if only a comparatively few small industries 
would be destroyed or crippled, the resulting increase in imports 
would be negligible i in terms of dollars. Obviously a tremendous in- 
crease in imports and a consequent tremendous increase in the dollars 
going abroad would be needed to accomplish what the freetraders 
really want. 
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On the other hand, if the freetraders have in mind a great increase 
in the volume of imports, the prospective injury to “domestic in- 
dustries is something else again. It would of course be much greater. 
Actually, fully 25 percent of those employed in the United States, 
directly and indirectly, are found in industries which are vulnerable 
to imports. Let me name only a few which are vulnerable to import 
competition, either because of the increased wages paid in this coun- 
try by comparison with wage rates abroad, or because of other factors. 


ITEMS VULNERABLE TO IMPORT COMPETITION 


Here is the partial list of industries: almonds, aluminum, bicycles, 
books, carpets, cattle, chemicals, citrus fruits, coal, copper, cordage, 
long and short staple cotton, cotton textiles, cutlery, dairy products, 
fish (tuna, salmon, cod, ocean perch, and so forth), furs, glassware, 
gloves, grain, heavy electrical equipment, hothouse vegetables, lace, 
lead, leather goods and luggage, lumber, manganese, meat, motor- 
cycles, mushrooms, optical goods, paper, petroleum, plywood, photo- 
graphic equipment, pottery, scientific apparatus, sewing machines, 
pipes, sugar, tiles, vegetables, walnuts, wallpaper, watches and clocks, 
window el: iss, wine, “wood s¢ rews, wool, woolens, zinc. 

Mr. Chairm: in, 1 might add that shipbuilding and merchant ship- 
ping are also vulnerable to foreign competition. ‘Those, however, are 
operations that do not lend themselves to tariff protection. Their 
protection is in the form of governmental subsidies, but these sub- 
sidies arise for exactly the same reasons as the tariff, and that is the 
competition with lower wages paid in other countries. 

This is by no means a complete list and every tariff reduction will 
add other industries to it. I have given enough detail, however, to 
make it apparent that the injury to domestic industries from existing 
competition is formidable. If we adopt the policy of reducing tariffs 
and other forms of protection from their present low levels as a 
matter of national policy, untold damage will be done. It will be of 
such severity as to force a reversal of “polic’ y; but whether such re- 
versal could come in time to avoid a cataclysmic depression is a grave 
question. 

Your committee in addressing itself in particular to a most import- 
ant phase of this entire question of foreign trade—its prospective 
effects upon national defense. As the Chairman undoubtedly is aware, 
this subject has very broad implications. It goes beyond the products 
needed for national defense and those which might not be available 
if we permitted our industries to be destroyed by imports. 

For example, one of the fears of other nations is that this country 
may experience a business recession of some magnitude. Such a set- 
back could cause great injury to all the free world. There is little 
question that the effects of greatly increased imports would be de- 
flationary, and we are not in a position to withstand very much defla- 
tion. Our fixed national obligations—mostly incurred at high-price 
levels—are so great that only an inflated national income can sustain 
them. Our national debt of approximately $275 billion is nearly four 
times as high as was our annual national income ($72.5 billion)’ in 
1939. Our present national budget nearly equals our total income of 
that prewar year. Obviously our high national income must be sus- 
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tained. Only in this way can we meet the high tax demands of the 
national budget. All this calls for continuing high employment, high 
wages, sustained profits, high prices and a steady flow of investments. 
These contingencies in turn are dependent upon a favorable economic 
outlook. Further unwarranted steps in the direction of free trade or 
failure to provide adequate administrative remedies for any excessive 
tariff reductions of the past could becloud the business outlook and 
thus stifle production and employment in many industries and 
branches of agriculture throughout the land. 


EFFECT OF LOW-COST IMPORTS ON LEAD AND ZINC INDUSTRY 


Let us turn now to the case of some individual industries. One in- 
dustry which today is suffering severely from imports is the domestic 
lead and zinc industry. 

During the war every attempt was made by the Government to 
stimulate the production of lead and zinc in the United States. Tes- 
timony before the House Ways and Means Committee last spring by 
representatives of the industry was that more than 6,000 miners were 
returned to the lead and zinc mines during World War II. Many 
miners were released from the Armed Forces; gold mines were closed 
and their miners transferred to the lead and zinc industry. Bonuses 
and subsides were paid for increased production. Even so, there were 
desperate shortages due to submarine sinkings. The effects hampered 
the production of automobile tires, which use zinc, tetraethyl gaso- 
line, batteries, galvanized sheeting, telephones, shell casings, and a 
host of other items. The domestic industry, through tremendous ef- 
forts, managed to supply enough lead and zine for the military and 
the minimum for domestic needs. 

Now, because of imports, the lead and zinc industry is almost pros- 
trate. Unless something is done to ease this condition, the domestic 
industry will furnish only a small portion of the lead and zinc neces- 
sary to meet domestic needs. 

We are confronted with a similar picture in some other mining in- 
dustries. Our coal industry is in a state of semidepression because of 
the competition of residual fuel oil from Venezuela and the Middle 
East. 

Otto Herres, chairman of the National Lead and Zine Committee, 

told the President’s Commission on Foreign Economic Policy on 
November 25, 1953, that— 
Approximately one-fourth of all the workers employed in the lead-zine mines of 
the United States lost their jobs during the year ended July 1 and the number 
continues to increase. In some districts wages have been reduced and living 
standards lowered in an effort to compete with imports from low-wage foreign 
areas. 

Mr. Herres testified that the American taxpayer had been called 
upon to finance competition “which is putting industries essential to 
our national security out of business.” 

There is one statement by Mr. Herres to which I would call par- 
ticular attention. He said: 


The problem troubling miners from one end of the land to the other is how to 
do business on the low-wage metal prices of a war-impoverished world in a 
higb-wage country. Zine miners in New York and New Jersey are worried no 
less than the lead miners of Idaho and Missouri. And the problem for Congress 
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and the Nation to decide is whether or not, in the interest of national security, 
the mining of such essential metals as lead and zinc is an industry worth saving 
from destruction from low-wage countries, 

The average earnings of lead and zine miners are around $1.94 an 
hour. By way of contrast, wage rates in some of the South Ameri- 
can, Asiatic, and African countries producing lead and zine ores are 
us low as 15 to 20 cents per hour. Wages in the United States are 
two or three times the wage levels in Britain. Only Canadian and 
Australian wage scales and living standards are close to those of the 
United States. 


EFFECT OF LOW-COST RESIDUAL-OIL IMPORTS ON DOMESTIC PETROLEUM 
AND COAL INDUSTRY 


Joseph E. Moody, president of the Southern Coal Producers’ Asso- 
ciation, told this subcommittee that the southern bituminous-coal in- 
dustry is being destroyed and that total employment in bituminous 
mines had gone from 419,000 to 300,000 since 1947. Joseph P. Ken- 
nedy, vice president of the United Mine Workers, testified in a similar 
vein. 

One of the reasons for the depression in coal, Mr. Moody pointed 
out, is the tremendous importations of residual oil, mostly from Vene- 
zuela and the Middle East. This oil, which is being dumped along 
the east coast, is displacing 50 million tons of coal annually. 

Like the lead and zine industry, the coal industry has been unable 
to obtain relief. 

Other industries essential to national defense also are hard pressed 
by foreign competition. Wool offers a good example. 

An argument used by the freetraders is that by admitting minerals, 
oils, and other raw materials we are conserving our own supplies. 
This argument does not cover the whole situation and ignores certain 
obvious dangers. 

Anyone familiar with mining knows that shafts and other facili- 
ties deteriorate quickly and that it is a costly and difficult task to 
restore closed or abandoned properties. Sometimes there is flood- 
ing and it is almost impossible to bring back production. In some 
areas where mining is the only industry the men will go elsewhere in 
search of work if the shafts are closed. It takes time to reassemble 
and, in some instances, retrain a labor force. The groups that advance 
the conservation theory are in most cases the groups which would gain 
by increased imports. They are not the owners of the resources which 
are to be conserved, nor are they the men who work these resources, or 
the communities dependent upon their development and exploitation. 


DEFENSE POTENTIAL OF FOUR CRITICAL INDUSTRIES BEING CRIPPLED 


I do not have to tell this subcommittee that our entire defense system 
is being carefully examined in the light of new and deadly weapons. 
Despite our seeming command of the oceans, it is questionable whether 
we could depend upon imports in the event of another all-out war. 
Every resource we have becomes vital, and the resources which can 
be developed are also vital. We cannot afford to cripple our lead, 
zinc, coal, and oil industries, and other vital industries, by admitting 
an unrestricted volume of competitive imports. When we talk free 
trade and further lowering of tariffs, we must weigh carefully the 
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effect upon the production and utilization of the raw and basic mate- 
rials which we have at our command. 

The controversy over tariff policy is fundamental. We contend 
that trade must be on a mutually beneficial basis and must be looked 
at in the light of the interest of all the people. 

Today, we have the strange spectacle of the cotton and wheat pro- 
ducers in alliance with the automobiles, machinery, motion-picture 
film, and other mass-production industries. Some of the big labor 
unions, whose men are employed in the mass-production industries, 
fall in line. 

I said this combination presents a strange spectacle. Why? The 
cotton and wheat producers have complete quota protection, which 
keeps out almost all foreign competition. Otherwise, Brazilian cot- 
ton and Canadian wheat would be pouring into this country. The 
labor unions involved apparently are not concerned about their breth- 
ren who will be thrown out of employment by imported products 
turned out by cheap labor. Nor are the cotton and wheat producers 
concerned with consistency. They have protection and yet they urge 
that others be exposed to the competition which they themselves refuse 
to face. 

Mr. Chairman, we hope that the studies of this committee and other 
committees of the Congress will result in a reasonable and sensible 
trade policy. Such a policy would be one which would admit the 
maximum of for eign products consistent with our own stability, pros- 
perity, and national defense. This calls for a system of fair as dis- 
tinguished from unfair competition. 

That completes my statement, Mr. Chairman. 

Senator Mauone. I think, Mr. Strackbein, that is a very fine state- 
ment. 

Mr. Srracksern. Thank you. 

Senator Matone. You are familiar with the change in the regula- 
tion of foreign trade which took place in 1934; are you not? 

Mr. Strackpern, I am; yes. 

Senator Matonr. You are familiar with the Constitution of the 
United States, which says that the legislative branch, the Congress of 
the United States, shall lay the duties, imposts and excises, which 
normally are considered tariffs and import fees? 

Mr. Strackeern. Yes. 

Senator Matone. Are you familiar with the provision of the Con- 
stitution which says that the Congress of the United States shall regu- 
late foreign commerce, commonly referred to as foreign trade? 

Mr. Srracksein. Yes. 


WHAT THE 1934 TRADE AGREEMENTS ACT PROVIDED 


Senator Martone. You are familiar with the 1934 Trade Agreements 
Act which transferred that responsibility to the executive branch 
of the Government ? 

Mr. Srracksern. Yes; within certain limits. 

Senator Maxonr. It transferred the regulating of duties, imposts 
and excises, called tariffs and import fees; did it not? 

Mr. Srrackxsern. It did empower the President to raise or lower 
the duties up to 50 percent in trade agreements negotiated with other 
countries, 
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Senator Matonr. Then there was a second provision of 50 percent 
which makes a total, if both are exercised, of 75 percent. 

Mr. Srracksein. The second provision went into effect on January 
1, 1945. At the extension of the Trade Agreements Act in 1945, it was 
yrovided that the powers of the President to raise or lower the duties 
oe 50 percent could be applied to the levels existing on January 1, 1945. 
The result was that if any duties had already been reduced before that 
time by 50 percent, another 50-percent reduction on top of that 
would make a total possible reduction of 75 percent. 

Senator Matone. And it was exercised in some cases / 

Mr. Stracksern. Yes; it was exercised in a number of instances. 

Senator Martone. These are not exactly what you would call strictly 
trade agreements, are they? Are they not agreements to lower tariffs 
rather than what you might call trade agreements that would call for 
a certain amount of commodities? 

Mr. Srracksern. They are not what you would call treaties of 
commerce, friendship, or navigation, or whatever that series of treaties 
is called. They were principally agreements to lower or diminish 
trade barriers, including tariffs. 

Senator Maronr. What other barriers are there that they were em- 
powered to lower ? 

Mr. Srracksern. They were allowed to bargain for the elimina- 
tion of import quotas or the liberalization of import quotas. 

Senator Matonr. This was in the foreign country that they were 
dealing with? 

Mr. Srrackpern. Yes. For example, we might offer to lower a 
particular duty on an item in return for the elimination by the other 
country of an import quota or the liberalization of such quota, 


OUR TARIFF REDUCING PRINCIPLE ONE-WAY STREET 


Senator Marone. Is it not a fact, too, at least an apparent fact, 
that many nations before they went into these huddles to make these 
trade agreements, fixed quotas and made various other arrangements 
as to trade factors ? 

Mr. SrrackBern. I could not testify directly to that, Mr. Chairman. 
It has been alleged. I have no proof of it. 

There were instances where countries which have a specific duty, 
as distinguished from an ad valorem duty, raised those duties to 
keep pace with increasing prices before entering a conference for the 
reduction ot tariffs. 

Senator Martone. That did not happen in the United States, how- 
ever ? 

Mr. Srrackerern. It has not happened in the United States; no. 

Senator Matonr. In other words, the moves that were made were 
not to our advantage, but to the advantage of the other country in 
the factors affected. 

Mr. Srracxsern. I might say, Mr. Chairman, that there was, of 
course, nothing to stop us from doing the same thing had the Congress 
of the United States desired to do so. However, we did not under- 
take to increase our specific rates of duty to keep pace with the price 
level, as did a number of other countries. 

Senator Martone. And we did not attempt to increase our duties 
just before we went into a conference to lower them ? 
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Mr. StTracksein. No. 

Senator Martone. That might come under the head of sharp prac- 
tice if practiced by individuals, might it not, on principle? 

Mr. Srracksetn. Well, Mr. Chairman, I do not want to characterize 
these actions. Perhaps the countries were justified in raising the 
tariffs. Perhaps we should have done the same thing. The point is 
that a specific duty, say, of 5 cents a pound loses its protection as 
prices go up. An ad valorem duty remains constant. When prices 
go up, the amount collected increases in proportion ; but with a specific 
duty, the duty stands still while prices go up, and of course the 
protective effect is diminished by that muc h. 


AD VALOREM VERSUS FIXED DUTY CHARGE 


Senator Matonr. For example, if some commodity costs 20 cents 
a pound and you have a duty of 5 cents a pound, it is a 25-percent 
duty. But if, through inflation, the price goes to $1 a pound, it comes 
down then to 5 percent. 

Mr. Srrackpein. It would then be 5 percent, yes, sir; whereas, if 
you had an ad valorem rate of 20 percent and the value were $1, you 
would collect 20 cents. If the price went to $2, you would collect 
40 cents, which would still be 20 percent. 


IMPORT-LICENSE REQUIREMENTS AND CURRENCY CONTROLS CAN NULLIFY 
ANY TRADE AGREEMENT 


Senator Matone. That is correct. Are there other means that 
countries use with which you are familiar to defeat the objective of 
the trade agreement to which they are a party, such as manipulation 
of the price of currency ? 

Mr. Srracksern. Mr. Chairman, I don’t want to say that they have 
taken these steps to defeat the concessions that they granted to the 
United States. I will simply say that they have, in fact, engaged in 
certain practices, such as exchange control and the requirement of 
import licenses, which would make it possible to nullify any conces- 
sion that might have been granted in a trade agreement. The power 
to control the exchange—the power to issue import licenses—is the 
power to control trade. 

Even if you had removed the duty completely on a particular item, 
you could still, by exercising your exchange controls and by the im- 
position of import licenses, ‘prevent the importation of the goods on 
which the duty had been removed or prevent them from coming into 
the country in any quantity that was considered excessive. 

Senator Matone. As a matter of fact, did they not do just that in 
many cases ¢ 

Mr. Srrackeern. They did in many cases establish import controls 
of one kind or another, particularly exchange control, and they under- 
took the issuance of import licenses and exchange permits. It worked 
in this way, Mr. Chairman: If a country felt that in order to conserve 
its dollar exchange it was desirable to cut down on the imports of goods 
from dollar countries, they would by a system of exchange-control] allo- 
cate so much exchange for the purchase of this product, so much for 
some other product, and in that way control the volume that might be 
brought in. If they wanted to cut down the volume that had previ- 
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ously been brought in, they simply would refuse to issue more exchange 
than necessary to bring in just that quantity. As you have suggested, 
they did, of course, practice that system very widely. 

f some 80 countries, today about 60 require import licenses. Some 
fifty-odd require an exchange permit. You may have an import 
license and if you don’t get the exchange you still don’t buy anything. 
So in some countries where they issue import licenses it does not 
necessarily follow that the amount of exchange granted will be equal 
to the amounts stated in the import permit. In other countries, when 
an import license is granted, it automatically carries the exchange 
with it necessary to make the purchases under the import license. 
There are many variations, of course. 

Senator Martone. To phrase that question so you would not 
appear to be accusing a country of manipulating its currency and using 
the exchange permits and quotas in bad faith, the effect is to nullify 
the trade agreement in many cases; is that a fact? 

Mr. Srracksern. That, I think, ~-ould be a factual statement; yes. 

Senator Martone. As a matter of fact, in the proposals that the 
State Department has made at different times, like the International 
Trade Organization, which Congress refused to approve and finally 
discouraged the State Department from urging at one time, and 
which was supplanted by the International Materials Committee—a 
creature of the State Department—was not the objective to establish 
a sort. of international cartel or control over the production and use 
of each of those materials among the nations of the world, including 
the United States ¢ 

Mr. Srrackxeetn. Again I say I don’t know what the purpose was. 
The result would be to set up controls over the flow of materials 
guided by what a board or some commission would decide to be the 
most appropriate distribution of such materials among the different 
nations. 

Senator Martone. In other words, without accusing the State De- 
partment of bad faith at all, the effect of what they were doing was 
Just that. It did control and would result in a sort of cartel interna- 
tionally. 

Mr. Srrackpern. Under the proposed International Trade Organi- 
zation there was provided definite machinery for commodity control 
agreements on an international basis. 

Senator Martone. Cartels. 

Mr. Srracksern. Which would amount to cartels in the sense that 
it would allocate territories and quantities to be distributed. I don’t 
believe it had—I am not sure, now—TI don’t believe that it had price 
control features in it, which is an ordinary characteristic of a cartel. 

Senator Matone. Doesn’t it naturally follow, if you allocate the 
control of the use? 

Mr. Srracksern. I would say it would depend on the character of 
the allocations made to different countries and the relation of such 
allocations to demand and supply. 

Senator Matone. There was a phrase invented about that time that, 
if approved by the Congress, the International Trade Organization 
would be an organization that could allocate the production and the 
use among the nations of the world on the basis of “entitlements for 
consumption.” Do you remember that phrase? 
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Mr. Srracksern. I think the purpose was so to channel the pro- 
duction in the world as to bring about the most efficient use of the 
world’s resources. 

Senator Martone. That was the announced objective. 


FREE TRADE THEORY DOES NOT TAKE INTO CONSIDERATION THE WAGE FACTOR 


Mr. Srracksern. That is correct. The idea was based on the theory 
of free trade, that each country would devote its resources to the pro- 
duction for which it was best fitted. 

Senator Martone. You mean the cheapest production; if it could 
produce the material needed for the lowest cost. 

Mr. Srracksern. In pure theory, it is supposed to mean the most 
eflicient production. One of the difficulties in that theory is that it 
does not take account of the wage factor. 

Senator Matone. In other words, we promote here on paper and in 
speeches that we want to raise the living standard, and, naturally, that 
means the proportion that the wage earner or the majority get for 
their part of the work, and then we proceed to cut him off by saying 
that wherever the article can be produced cheapest, at lowest cost, most 
efliciently, we shall allocate the production there of that particular 
article and in effect defeat what we have been doing here for 75 years. 
Would that not be about the effect of it? 

Mr. SrrackBetn. It would have some of that effect. I want to go 
back to the difference between the pure theory of free trade and what 
the actuality is. In the pure theory, each part of the world would 
devote its productive facilities to those products for which it was best 
fitted by climate, soil, skill of workers, and labor supply, and so on. 
What happens today is that cheapness of production does not neces- 
sarily result from those economic advantages, but, on the other hand, 
from the mere fact that in some areas they pay lower wages than in 
other countries. Therefore, the mere fact that the cost of production 
is less in one area than in another does not mean necessarily that there 
is an advantage of soil or climate or technology or skill of labor or 
supply of labor. None of the theories as evolved by Adam Smith and 
John Stuart Mill took into account these wide differentials of wages 
that exist throughout the world. 

Senator Matonr. What time was that book written ? 

Mr. Srrackeetn. Adam Smith, about 1775; and John Stuart Mill 
wrote in the middle of the last century. 

Senator Martone. We were then still a colonial Nation, were we not? 

Mr. Srracxeern. In the time of Adam Smith we had not gained 
our independence. 

Senator Martone. Therefore, there wasn’t this difference in living 
standard at the moment, 

Mr. Srrackzetn. There probably was not the difference which sub- 
sequently has developed, that has developed since the Industrial 
Revolution. 

Senator Martone. But we made up our minds at least, whether we 
announced that we were going to do it or not, and our ambition was 
that erenynnnty was to live a “little better. With our ingenuity and 
about 14 or 15 hours of work a day among us, we were able to do 
just that. Do you agree that that work and energy had something 
to do with it? 
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Mr. Srracksern. The work and energy and the resources combined 
certainly brought forth a highly productive system. 

Senator Matonr. That ambition to be a little better than the other 
fellow which developed in this country had something to do with it, 
did it not? 

Mr. Srracksern. I assume that ambition and competition would 
have had something to do with it, yes, sir. 

Senator Martone. We hear continually that of course we are not 
afraid of competition anyplace because of our brains and ingenuity 
and our better machinery. What do you have to say about that? 

Mr. Srracksern. There is undoubtedly in the United States a sys- 
tem of mass production which has carried our productivity to a point 
where the unit cost will compare favorably with costs in other coun- 
tries, even though we pay much higher wages, but that is not true 
of all of our production. It is not true of nearly all of our production 
at all. We have many industries and branches of agriculture that 
do not lend themselves to mass production. Cattle raising, wool 
growing, dairying, fisheries, don’t lend themselves to mass produc- 
tion processes. We have other industries which in the aggregate are 
perhaps not large enough even if we put all the production under 
one roof, to gain the benefits of mass production. 

Outside of monopolistic conditions, if we are going to have a num- 
ber of companies operating in an industry, we have some industries 
that are not large enough to permit mass production operation as we 
find in the really huge industries. Take pottery and glassware or 
any number of industries—hundreds of industries are not large enough 
to establish assembly line mass production unless you put the whole 
industry in the hands of one or two companies, and that would mean 
establishing monopoly. 

Senator Martone. Perhaps you put your finger pretty close to the 
lifeblood of this theory that has been taking over in the last 20 years. 
These industries, then, must be the ones that they are talking about 
when they say that they can be more efficiently produced, produced 
cheaper, in other nations, and therefore other nations should be allowed 
to produce these materials. Is that not exactly what Coleman said 
in this article in the Wall Street Journal of December 17 when he said: 

“Trade restrictions are a form of concealed subsidy,” the group argued. 
“Furthermore, they tend to be a permanent subsidy, and in many, if not most 
cases, trade restrictions serve to protect production that cannot compete because 
it is inefficient or uneconomic.” 

That means that these industries that you are mentioning cannot 
compete with the lower wage production, and therefore they are 
inefficient or uneconomic. He does not say uneconomic to whom; 
perhaps to the people who are going to buy the products. 

“Such a program,” the committee stated, “has the advantage of shifting 
resources to more economic uses and, at the same time, permitting an expansion 


of international trade.” 

Most estimates of what would happen to American industry if tariffs were cut 
are exaggerated, the committee said, and complete elimination of tariffs for 5 
years probably would raise imports $1.2 billion to $2.6 billion. 

* Ss os + oe * as : 


Besides the aid program, it broke down the proposals into three general cate- 
gories—simplification and stabilization of trade controls; substitution of “total 
national interest” instead of injury to scattered industries as the basis for tariff 
juggling, and further reductions in United States trade barriers. 
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Somewhere here he suggests a subsidy to the industries and to the 
men who are thrown out of work. 

Mr. Srrackeern. Yes. That statement has been made by the Cole- 
man committee, so-called. The Committee for a National Trade Pol- 
icy I think it is. 

Senator Marvone. He is dealing with the very industries that you 
mentioned. You think they should be maintained in this country, and 
he thinks they should not. Is that about the difference of opinion ? 

Mr, Srracksern. It would so appear. I think that they make a 
very unwarranted assumption, and that is that if an industry in this 
country, paying the prevailing wages and selling a product at a price 
which the consumer is willing to pay, cannot compete with imports, 
then that domestic industry is inefficient, marginal, and uneconomic, 
and should be obliterated. I think that the assumption is totally and 
completely unwarranted. 

Senator Matone. As a matter of fact, if it is producing something 
that the people are not willing to pay for, it is not an industry , anyway. 
It eliminates itself. Is that about it? 

Mr. Srracksern. That is correct. 

Senator Martone. This is Mr. Coleman’s statement : 

Group suggests United States aid industries hit by lower tariffs—plans calls for 

Federal loans to help affected businesses, gradual cuts in duties. 

Then he says: 

It recommended that injury to particular private interests should be only one 
element in determining if a tariff should go up. The “total national interest’— 
What is the “total national interest”? 

Mr. Srracksern. I think that depends entirely upon who uses the 
words. ‘The “total national interest” would be determined, I suppose, 
by the person speaking. His idea of “total national interest” might 
differ from that of another person. 


WHAT HAPPENS WHEN A DOMESTIC INDUSTRY EXPIRES BECAUSE OF 
FOREIGN COMPETITION ? 


Senator Martone. It might include adding machines. 

One of the things anticipated by this committee, which was testified 
to by the stockpiling authorities, is the theory that the consumers in 
this country get the advantage of the production by lower-cost labor. 
We had several dozen contracts discussed here, and several were made 
a part of the record, where under these contracts with foreign nations, 
even in Africa where the common labor is from 40 cents to a dollar a 
day, they pay more for the materials and had greater latitude or range 
of payment for materials than they paid domestic producers here. 

We had other evidence that once an industry was abolished here or 
cut down to the size as indicated—Mr. Coleman’s group would like 
them to be—the foreign producers took what the traffic would bear and 
the censumers did not get the benefit of the lower labor cost. 

What would you have to say to that allegation ? 

Mr. Srracksern. I think it very often happens that if one com- 
peting group drives out another by underselling, and thereby gains a 
monopoly for itself, as I say, I think it often happens under those 
circumstances that prices are then raised, as you say, according to 
what the traffic will bear. 
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Senator Matone. Let me read another paragraph, which is very 
interesting : 

Besides the aid program, it broke down the proposals into three general cate- 
gories—simplification and stabilization of trade controls, substitution of “total 
national interest” instead of injury to scattered industries as the basis for tariff 
juggling, and further reduction in United States trade barriers. 

Some people do not call it a barrier. A tariff on a fair and reasor- 
able competitive basis is simply on a fair-trade basis, and does not 
prevent anything coming in that is needed on that level of costs. 

Here is a further paragraph: 

In the first category, the committee said Congress should give the President 
power to extend present trade agreements and to negotiate new ones for at least 
5 years. Although the present reciprocal trade policy was set up in 1934, it had 
to go back to Congress for reapproval every 2 years— 
he is mistaken there; it was every 3 years until 1951, and then it was 
2 years— 
until this year when it got only a 1-year extension. A longer period would let 
both importers and domestic producers know where they stand and map their 
production accordingly, the group argued. It further called for additional 
simplification of customs methods for valuing and classifying imports. 

What do you think about the extension for 5 years of the 1954 Trade 
Agreements Act? 


OPPOSES EXTENSION OF 1934 TRADE AGREEMENTS ACT 


Mr. Srracxsern. I would be opposed to it. 

Senator Matone. What do you think about extending it at all? 

Mr. Srrackeein. I can’t say, Mr. Chairman, that the position of the 
nationwide committee for which I speak has reached a final conclu- 
sion on that question at this time. 

Senator MALonr. Could you express a personal opinion ? 

Mr. Srrackeein. I would prefer not to. I can say that the United 
States has already reduced its tariffs to a point where there is not 
much left with which to bargain; that the so-called reciprocal trade- 
agreements program is based on the idea of bargaining for concessions 
from other countries. I can say that while we have in this manner 
reduced our tariffs by 75 percent, other countries, while also reducing 
their tariffs, have substituted many other nontariff barriers, so that we 
find ourselves today near the bottom of the barrel in our bargaining 
capacity with many other countries still possessed of a barrelful. 

Senator Martone. From the testimony, I have already gained the 
opinion that you do not think they keep these trade agreements, that 
they do not keep the spirit of the agreement, that they defeat it even 
through juggling of the currency values or establishing quotas or 
restrictions. 

Mr. Srracxpern. I don’t quite agree with that, Mr, Chairman. 
There are provisions in these agreements which permit those countries 
to do what they are doing, and these exceptions are nearly always of 
a character which fit other countries but do not fit the United States. 

Senator Matonr. Then what you are saying now is simply that this 
is a device to divide our markets with other nations, not their markets 
with ours? 

Mr. Srracksern. No; that isn’t exactly*what I said. 
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Senator Matongr. What did you say ? 

Mr. Srrackeern. What I said is that these exceptions which per- 
mit the establishment of nontariff barriers are of a character that 
makes their use possible for other countries but, under the present 
world circumstances, not for the United States, such as balance of 
payments difficulties, and things of that kind, difficulties that are 
afflicting the other countries and not the United States. 

Senator Martone. That is a nicer way of saying it, Mr. Strackbein, 
but mine is shorter. In other words, we have no chance to win, so any 
agreement we make results in dividing our markets and shipping our 
jobs to foreign soil, but does not affect them because they have the 
leeway in the agreements to protect themselves. Is that what you 
said? 

Mr. Srrackeern. Without violating the agreements, they have the 
right, written into the agreement, to do those things that they have 
been doing, such as requiring import license, establishing exchange 
controls, restrictive import quotas, and so on. 

Senator Martone. If I can add it up, you have still said that they 
can prevent any loss of markets in their own countries. 

Mr. Srracksein. Yes. 

Senator Matone. Under an agreement where we lose markets. 

Mr. Srrackeein. They can put on nontariff restrictions in a manner 
that will exclude us from their market or cut down our previous par- 
ticipation in their markets, and they have done so in many instances. 

Senator Martone. Can we do that under our system ? 

Mr. Srrackeern. We cannot do it without violating the trade- 
agreements program. 

Senator Martone. Then what you have said—and I want to be very 
fair about this, because I consider you one of the most import: int 
witnesses who has appeared or will appear before this committee, 
and I do not want to misjudge what you are saying—what you are 
saying is that we have been slowly trading away our markets for 20 
years, but gaining nothing in return except what they want to give 
us under the agreement; that they can prevent any advantage that we 
may think we are getting under such agreements, and in most cases do. 

Mr. Stracxsern. Are you asking that as a question, or are you sum- 
marizing ? 

Senator Martone. Yes. Is that what you say? 

Mr. Srrackeern. I didn’t say it in those words. 

Senator Martone. You certainly did not, but I must say it in my 
language, because I want to know how to express it. 

Mr. Srracksrrn. What has happened is that while we have stripped 
our economic defenses in the way of tariffs, which is about all we 
have—we do have some import quot as, but not on nearly the scale 
that the other leading trading nations of the world have them—what 
we have done is strip ‘down our tariff in a system of bargaining which 
has permitted other countries, while reducing their tariffs, to sub- 
stitute nontariff barriers for the tariff- 

Senator Matone. In other words to defeat the agreement ? 

Mr. Srrackpetn. Which, under the circumstances of the disruption 
of the world after the war, has undoubtedly in many instances nulli- 
fied many of the concessions that they have granted us. 

Senator Matonr. Now, let’s put it this w ray. I want to be entirely 
fair to you, but I must be in a position to know what you have said. 
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We have negotiated agreements under which we think we are bene- 
fiting. Do you agree with that statement, or are we just fooling the 
people? 

Mr. StracKBEtn. We have to assume, undoubtedly, that the purpose 
of the law was being carried out. That is an assumption that 1 would 
prefer to make. , 

Senator Martone. Do you presume that the State Department per- 
sonnel believe they are gaining certain advantages in these trade agree- 
ments when they make them; that the country is going to be benefited ¢ 

Mr. SrrackBern. Of course, I can’t read their minds, Mr. Chairman. 
I can say that I believe that they were attempting to carry out the 
theory of free trade, and that they believe that free trade is good for 
the world. 

Senator Mavone. I think you have put your finger on it. That is 
probably what they are trying to do, and the law was a subterfuge 
to allow them to carry out that theory. 

You are saying, then, that under the system of trade that we are 
conducting, under the law, the 1934 Trade Agreements Act passed by 
Congress which allows them to make these trades, they are not assum- 
ing that they are benefiting the economic structure of this country 
particularly, or the wage standard of living in this country particu- 
larly, but that overall free trade is good for the world, and if it is good 
for the world it is good for us and will prevent. disturbances, and 
so forth, and that is in fact their objectives ¢ 

Mr. Srracksein. I think that objective would involve in some cases 
the absorption of a good deal of economic injury by the United States. 


as indicated in Mr. Coleman’s statement, where it involves the subject- 
ing of some of our industries to competition that they cannot with- 
stand. They feel that what they call the overall good overrides these 
considerations, and they have gone farther. They have, of course, 
tried to minimize the part of our economy that would be injured under 
such circumstances. I think that they have grossly minimized that. 


DOMESTIC WAGES AND LIVING STANDARDS VERSUS FOREIGN 


Senator Matone. Mr. Strackbein, there is no doubt that Mr. Cole- 
man is a very competent man in his business and has a perfect right 
to advocate what he is advocating. He says that instead of taking 
into consideration the welfare of the industries and communities in 
this Nation, upon which our national growth has been founded for 
175 years—and to that I think you will agree—if you can find a place 
where you can produce lumber cheaper in some forgotten corner of any 
State in this Nation, where you can raise sheep cheaper, or where 
you can make clothespins cheaper, you are paying approximately the 
same taxes, you are paying approximately the same wages when you 
go into business, and you have only to compete within your own 
Nation, that is what we had in the beginning, and under our tariff 
system it was maintained for a long time. That is the way we estab- 
lished our economic structure, was it not, through competition ? 

Mr. Srracksetn. The United States industrial structure was built 
up under a system of tariff protection. 

Senator Matone. But people in isolated communities, even from 
what we know about the country—and I have been in every State of 
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the Union—we have never seen and know nothing about except that 
they enter into the total volume of production in their particular 
industry. It does not matter whether we know where they are or not. 
‘The assessor of the community knows where they are, and they are a 
part of the economic structure, and they have been built up in compe- 
tition with their fellows within the United States with tariff protec- 
tion. Is that true? 

Mr. Srracxsern. I think that is largely true, protection where it 
was regarded as necessary, but of course, as you know, about 60 per- 
cent of all our imports are free of duty and have been for the last 40 
years. 

Senator Martone. That is true. 

Mr. Srracksern. Where we have competitive imports, we have gen- 
erally levied a tariff for protective purposes. 

Senator Martone. Let us assume there was a duty of 10 percent on 
clothespins. You knew that and you knew then what an importer had 
to overcome, and that would level off your fair and reasonable compe- 
tion as far as your own wages were concerned. Then you really were 
concerned only with competition in the United States, because the 10 
percent duty took care of the difference. 

If you go to work up in Maine someplace, someone in Florida does 
not know anything about it at all. He just buys clothespins. Sud- 
denly that 10 percent is cut to 5 percent, and you are up against the 
situation of lowering your wages or writing off your investment, or 
both, to meet that, are you not, or of going ovt of business ? 

Mr. Srracksein. Yes, assuming that the 10 percent was a proper 
level and was then cut in half. 

Senator Matone. You would have to assume that that is what it 
was; that it was set by a Tariff Commission which had authority to do 
that. In other words, the 1930 act, being the latest act 

Mr. Srracxsern. The 1930 act was an act of Congress. I don’t 
think the Tariff Commission touched the duty on clothespins. 

Senator Martone. I used that as an example, because one of our 
Senators has complained about the 95 cents an hour that they pay for 
labor in their factories in southern Maine as against 65 cents that they 
pay in Sweden, and Sweden is running them out of business. I am 
just getting something that illustrates our discussion. That is about 
right, is it not ? 

Mr. Srracksern. I think that is approximately right. 

Senator Matonr. Suddenly, we have Mr. Coleman and Mr. Ford 
and many others who want to put factories in foreign nations and 
use this lower cost labor with our machinery and know-how. I know 
when I was in South Africa, I had an opportunity of going into the 
manganese business, and if I had been 20 years younger and not in the 
Senate, I probably would have. But the manganese mill that I would 
have built there would have been perhaps one of the best in the world, 
because it would have been the latest one, with our machinery. Then 
I would have brought some shifters and superintendents from the 
mining area and hired the 40-cent-a-day labor up to the $1-a-day 
labor, and would have made it a little rough on any manganese pro- 
ducer any place else. 

Would you not suppose that would happen? I would not have put 
in a second-hand mill, would I? 
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Mr. Srracksern. I assume if you had the capital available you 
would have equipped your mill with the most modern machinery. 

Senator Matone. I would get the capital from the Government. 
That is usual in the last 20 years, is it not? We are building those 
mills, are we not, in many cases? 

Mr. Srracksern. In many instances we have. 

Senator Matone. We have bui!t our own competition. 

Mr. Srracksein. We have built factories or helped equip factories 
abroad in the war-ravaged nations; yes, sir. 

Senator Matone. And some that were not ravaged quite so much, 
too, I think, if we look over the list. 

Mr. SrrackBeEINn. It is suggested now that the total national interest 
be considered, and that someone can determine what the total national 
interest is who has no interest in any of these industries. 

Mr. Chairman, the large mass-production industries and some of the 
other export industries and the political economists who agree w‘th 
them, have done a marvelous job in identifying themselves and their 
theories with what they call the national interest. 

Senator Matone. You mean identifying their own production with 
the national interest ? 

Mr. Srracksern. Themselves and their interests with what they 
call the national interest. Anyone who disagrees with them neces- 
sarily represents some interest of a local, selfish character. 

Senator Martone. Then according to your testimony, is not the 
division defined along this line: That any industry or person that has 
grown big enough in this country, and probably, if the facts were 
known, under a tariff; to go behind the low-wage curtain or the sweat- 
shop- labor curtain in E urope or Asia or some other nation and estab- 
lish a plant and use the low-wage labor with his assembly-line methods 
and know-how and ship it here cheaper than he can manufacture it 
here, is for the so-called free-trade principle established by the State 
Department and under this law, the 1934 Trade Agreements Act; is 
that about right ? 

Mr. Srrackeern. I think they would regard that system in their 
interest and, as I have said, they have done a remarkable job in identi- 
fying that self-interest with what they call the national interest. 

Senator Martone. That is one of the best answers you have given 
me today. 


KEEP OUR SMALL INDUSTRIES ALIVE WITH A REALISTIC TARIFF 


Now let me ask you one more question. The men and the indus- 
tries—and some are not what you might call industries, such as pooled 
capital and many industries that are personal, just one-man industries, 
like agriculture or livestock, these people are small enough and are of 
such a nature that they are unable to go behind the low-wage curtain 
and establish these plants, but on the other hand must stay right here, 
pay the wages—if wages go up in the community, they ‘have to pay 
the wages : and are willing to do it if they can sell the product at some 
profit. They must pay the wages, pay the taxes, and stay here and 
depend on these markets for protection. Is that about right? 

Mr. Srracksein. I think that is a fair statement. 

Senator Matone. I am trying to ask you if that isn’t about what you 
meant when you made your other statement. 
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Mr. Srrackeern. It probably comes to about the same thing. The 
large export interests who gain by exporting wish to see the United 
States import more so that the foreign countries to which these large 
exporters export will have more dollars with which to buy their goods. 
If, incidentally, certain producing groups in this country which are 
not of this large mass- production variety are injured in ‘the process, 
it is just too bad—it is all in the national interest. 

Senator Matone. Then, according to your testimony, that is the 
division, generally speaking, between the freetraders and the people 
who believe-— 

Mr. STRACKBEIN, That is one of the great dividing lines. 

Senator Matonr. The people who believe that our economic struc- 
ture should be maintained through protection of the workingmen and 
the investor with a flexible protection, whether you call it a duty, 
impost, excise, tariff, or import fee, adjusted on that general difference 
of cost of production, wage standard of living difference. Is that 
about right ? 

Mr. Srrackeern. Wage standards and productivity. 

Senator Martone. Of course. 

Mr. Srracksern. To the extent to which a low wage rate goes along 
with low productivity, you are not likely to come out with such a low 
cost of production. ‘There are instances where low wages are accom- 
panied by low productivity, and that does not add up to very keen 
competition, but you have other instances where you have low wages 
combined with high productivity, where they have industries equipped 
with modern machinery, where they have modern systems of produc- 
tion; and in those instances where you have this combination of low 
wages and high productivity, of course you make for very difficult 
competition. 

Senator Matonre. I could have gone into all of that difference of 
efliciency, but is it not a fact that efliciency changes every day? It 
is always on the move. It will be on the move in the foreign nations 
for many years to come. When our investors go into the mining 
business in a foreign nation, or go into the production of adding 
machines or the production of automobiles or the production of any 
commodity, and take the machinery there that they are using here 
and train an Englishman or a Scotchman or an Irishman to work 
on those pieces of mi achinery, how long do you think it takes them 
to learn to do an assembly-line job? “Do they learn as fast as an 
American learns it ? 

Mr. Srracksern. I think their skills and adaptability and capacity 
to be trained are equal to ours. 

Senator Matonr. I happened to visit Japan, and I have been in 
China—— 

Mr. Srracksern. You were mentioning the Scottish people and 
Irish 

Senator Martone. I mentioned Japanese people. The Japanese 
people will outproduce you and they can imitate anything with the 
same machinery. They will outproduce the American worker today 
in speed. I will take the responsibility for that statement. They 
will work longer hours. You are familiar with the Japanese situa- 
tion, are you not? 

Mr. Srracksern. Yes. Let me see if I can sum up this position 
of the large export interests versus the more diversified producers 
in the United States, both agricultural and industrial. 
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LET'S NOT MINIMIZE THE NUMBER AND SIZE OF INDUSTRIES VULNERABLE 
TO FOREIGN COMPETITION 


In order to make it appear that not much injury would actually be 
done by lowering our tariffs further, the free-trade advocates con- 
stantly minimize the number of industries and the aggregate impor- 
tance of the industries that are exposed to and are vulnerable to 
foreign competition. They constantly say that it is only a tiny seg- 
ment of the economy. 

I say that is not true. You can’t look at this list that I read into 
the record, of industries that are vulnerable to foreign competition, 
and come away with the conclusion that that is only a tiny segment 
of the economy. 

Let. me just add that this very miscellaneous group is sufficiently 
important and represents a sufficient segment of our economy that 
you cannot injure it without injuring the whole economy of the 
United States. 

Senator Matone, In other words, what you are saying is that when 
you shut down an industry or curtail an industry in a community, the 
local stores, banks, and everything else, are affected, so the whole 
economy of that community is affected, and that in turn affects the 
whole county and the State / 

Mr. Strackpein. That is correct. When you have a sufficient num- 
ber of such industries and in hundreds and even thousands of com- 
munities, you cannot injure them without injuring the whole economy. 

Senator Maroneg.-In this general division to which you have 
agreed—and I tried to put it in my words from your testimony—the 
small industry, generally speaking, can be defined as industries that 
are not of such size and ~ iture that they can go behind the low-wage 
curtain and put in plants or production capacity and bring it back 
into the United States. They are confined here. They are not neces- 
sarily very small, but we will call them small businesses. 

Then call the larger business the ones that are of such size and 
nature that they can put their plants behind the low-wage curtain 
and ship the stuff back here. 

As a rough guess, what percentage of the business of the United 
States is done by cadiyidenin and small business that are not of such 
nature that they can go behind the low-wage curtain ? 

Mr. SrrackseEIn. I estimate it as being at least 25 percent. That 
I consider a conserative estimate. That means that their employ- 
ment would amount to a minimum of 5 million people directly em- 
ployed. For each person in the United States who is directly em- 
ployed in production or in agriculture, there are two people who are 
indirectly employed. I arrive at that ratio in this way: Of the 62 
or 63 million people employed, 21 or 22 million people only are em- 
ployed directly in production or agriculture. That means that for 
each person directly employed at production in the United States 
there are two people indirectly employed. 

So if you take the 5 million people who are directly employed and 
apply the ratio of 2 to 1, you come out with 15 million people em- 
Pp 


oyed directly and indirectly in these industries and branches of 
agriculture. 
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Senator Martone. I am surprised that you put it so low in talking 
about the people of this Nation who are dependent upon the markets 
of this Nation—— 

Mr. Srrackpern. No. I said those who are vulnerable to import 
competition. 

Senator Matone. I am trying to divide this is another category. 
The people who run the business of this Nation who are not of a 
nature that we will call small business, but who are of such a nature 
and size that they cannot go out of this country and import the goods 
manufactured in another nation, I have heard it estimated as high as 
85 percent; and that the larger industries which are of such size and 
nature that they do actually go and want to go outside of this country 
for various reasons and increase their profit, are not more than 15 
to 20 percent. 

Mr. Srrackeern. I have made no calculation of that. I have never 
investigated that. 

Mr. Chairman, I want to say that even these large industries, these 
mass-production industries, are finding more and more that even they 

cannot withstand this foreign competition ; that the establishment 
of factories abroad with modern machinery and equipment is putting 
them on their mettle to sustain their position, not only in the United 
States but in third markets where they come into competition with 
the products of these other countries. 

Senator Matrone. I have.a clipping from a paper here. It reports 
that the president of the board of the General Electric Co., Phil Reed, 
made an announcement that they could not compete in the heavy 
industry field, in electric generators, for example; that there was so 
much handwork that they could not possibly compete with foreign 
nations, and they had just lost a bid to a foreign firm in that field. 
They are now saying that they must have protection. 

Did you see that ees 

Mr. Strackpern. Yes, I saw that. They say they need protection 
in the production of the oie equipment suc h as generators, where 
the equipment is made one unit at a time, where it is not subject to 
mass production. They still maintain that they can compete in the 
electrical appliance field and equipment that can be made on a pro- 
duction line, but in these large installations where labor becomes : 
high element of cost, they cannot compete, and they have so testified. 

Senator Martone. Of course, that is what the Tariff Commission 
is for, to determine whether or not there should be any tariff and to 
determine what amount that tariff should be, is it not ? 

Mr. SrrackBeEIn. Yes. But this represents an acknowledgment that 
the mass-production industries, when they happen to be producing 
in a field where they do not have the advantage of mass production, 
cannot compete any more than the other industries that do not have 
the advantages of mass production. 

Senator Matone. Even they themselves could build up their own 
pli ant in a lower cost labor country on assembly-line methods and get 
even chéaper production. 

Mr. Srrackpern. Some of that is done, of course. 

Senator Matonr. There have been announcements in the last 6 or 8 
months that Westinghouse has been losing bids to foreign nations. 
They lost one to England, I believe, and they are in the same category. 
Is that right? 
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Mr. SrRACKBEIN. Yes. 

Senator Martone. When one of these large organizations, such as 
General Electric, which has been generally understood to be for the 
trade agreements proposition, becomes pinched a little, they them- 
selves talk out loud, do they not ¢ 

Mr. Srracksein. They are being only human, Mr. Chairman. 

Senator Martone. Then I come back to the Constitution of the 
United States, which provides for the regulation of foreign trade 
through Congress or its agent, the Tariff Commission, and 1 ask you 
again, what do you think Congress should do? Should they extend 
the act and keep themselves separated from this regulation of foreign 
comerce through the adjustment of duties, imposts, and excises re- 
ferred to by the Constitution, which we call import fees and tariffs, or 
should they revert to the Constitution of the United States and become 
in fact an independent branch of the Government as set up by the 
Constitution? Should they again take over their constitutional 
responsibility, in your opinion ? 

Mr. StTrRacksBern. I think that under the trade agreements system 
the executive branch, under a delegation of power, has gone beyond 
the delegation in some of the agreements mi: de and I do believe that 
Congress should reassert more of its power over regulation of our 
foreign commerce. I think that the delegation of power under the 
‘Trade Agreements Act has been abused by the executive. 

Senator Martone. Do you think we should try now to figure out some 
way to delegate less of it? How could you do that? ‘How can you 
be in the middle of the stream on that? 

Mr. Srracksein. Mr. Chairman, I am not prepared to go into the 
exact remedy at this time. 

Senator Matone. It is not the exact remedy I am asking you. Do 
you want the executive to do it? Do you want them to be the agent 
of Congress, or do you want the Tariff Commission to be the agent of 
Congress and do it as directed by Congress? We might put a “differ- 
ent factor in the Tariff Commission considerations, but do you want 
the Congress to do it or do you want the executive to do it, the State 
Department ? 

Mr. Srracksern. I see no objection to a delegation of power if it is 
delegated within limits and if those limits are observed. I do say 
that those limits have not been observed, and I think that the Congress 
ought to take another look at it and should undertake to see to it 
that if they do delegate power, that the limits of that delegation are 
set forth and then insist that they be respected. 

Senator Martone. How are they going to insist that they be respected 
between the times that they extend it? If they extend it for 5 years 
as suggested by Mr. Coleman, or extend it for 3 years as they always 
have, and it is abused, at the end of 3 years they could take it away 
from them. But here we have had 21 years of it, and everyone is 
complaining. The testimony here is that the State Department here 
does not understand any industry in the United States and makes no 
attempt to understand it, but they do know how to trade for goodwill 
abroad, and there is some difference of opinion as to whether they are 
getting that or not. 

You are an important man in this testimony, and I am asking you 
whether you think Congress should do what the Constitution of the 
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United States says it must do, or should they keep on delegating it to 
the executive ? 

Mr. Srracksern. Of course, I think the Congress should always 
do what the Constitution says 

Senator Matonr. What does it say in this regard ? 

Mr. Srracksern. It says that Congress is to regulate our foreign 
commerce. 

Senator Martone. And what else? 

Mr. Srracksern. It lays and collects taxes and duties. 

Senator Martone. Do you think they should do that ? 

Mr. Srracxpern. As I said before, I see nothing wrong with a dele- 
gation of that power as they have delegated it to a Tariff Commission. 
I have no objection to that. 

Senator Martone. That is an agent of Congress. The executive is 
not an agent of Congress. The executive is the executive branch of 
the Government. 

Mr. Srrackpern. Under this situation, there has been a double dele- 
gation. There was a delegation directly to the executive to make trade 
agreements within limits of 50 percent 

Senator Matonr. Seventy-five percent. 

Mr. Srrackeern. And that delegation was made to the executive 
and not to the Tariff Commission. There is the difference. 

Senator Martone. It took it away from the Tariff Commission. In 
other words, the Tariff Commission, I think anyone without a second 
glance would know, is simply a stooge in the operation. So I come 
back to what I asked you to start with: What does the Constitution 
say Congress must do, and do you think they should do it? It is a 
simple thing. We could delegate it to the Supreme Court, I suppose, 
or to the State of Florida or to the State of Nevada. 

Mr. Srracksern. I would question that. 

Senator Martone. Many of them question that we can delegate it to 
another branch of Government, under the Constitution. 

Mr. Srracksern. J understand that. 

Senator Matone. Many say it is unconstitutional. 

Mr. Srracksern. Yes; I understand that, too. 

Senator Matonr. I do not say it is. I do not know. I am not a 
lawyer. I have asked this question many times. I think this com- 
mittee must consider it from the standpoint of its effect on the avail- 
ability of the critical materials in time of war and for our expanding 
economy and for our security, as one of the factors. 

Do you think the Congress should do what the Constitution tells 
it to do? 

Mr. Srrackeern. That is a very safe statement. Of course. 

Senator Matonr. I do not know whether it is or not. 

Mr. Srracksern. It is, but there might be disagreement as to how 
that should be carried out. 

Senator Matone. Do you think they should delegate to the Execu- 
tive and to the State Department as has been done for the last 20 
years ¢ 

Mr. Stracksern. Now, Mr. Chairman, I have said before I am not 
prepared at this moment to answer that question. We are giving 
most serious consideration to the reexamination of this whole tariff 
policy, and when I say “we,” I mean the committee in whose name I 
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am speaking. As you know, the Foreign Economic Policy Commission 
is making a study at this time. We, of course, don’t know what their 
report will say. We are independently making a study of our own to 
determine, to reach definite conclusions about these very things that 
you are talking about. But we have not crystallized, we have not 
finally formulated our position on that. 

Senator Matong. Do you anticipate you will have a decision on it 
by the first of the year or within a reasonable time ? 

— Srrackeetn. I would prefer not to try to put a time tag on 

, because I don’t really know. It obviously would be expected to be 
in time for legislation. 

Senator Martone. Would you be allowed to submit that decision to 
this committee when you finally arrive at such a decision ¢ 

Mr. Srracksern. I can’t answer that question, either. I would 
have to ask that question later. 

Senator Matone. We certainly would like to have the benefit of 
your decision. 

There is one other question that you touched on, and that is, you 
say “the best market is the United States, after all.” Would you 
go into that just a little further as to what you meant by that ? 

Mr. Strackpern. The total national income in this country is greater 
than that of any other country, and greater than a combination of a 
considerable number of other countries, and therefore the best market 
for the American producer is the United States. Actually, our ex- 
ports on the average are probably somewhere between 5 and 10 percent 
of our total production. So, obviously, the American market rep- 
resents anywhere from 90 to 95 percent of the purchasing power to 
which the producer would sell. 

That varies. Some industries export more of their products than 
others. Some branches of agriculture export more than others. In 
fact, in some of the agricultural fields the foreign market is extremely 
important, and for generations has been extremely important. Cer- 
tainly we would not want to do anything to destroy those export 
markets, and nothing of that kind is intended in anything that we say 
or advocate. 

Senator Maronr. Do you think any foreign country ever buys any- 
thing from a certain nation if they can get the quality they want 
someplace else? 

Mr. Srrackpern. They do not for long. They may for a little 
while, but not for long. 

Senator Martone. If you gave them the money to buy it, they might 
buy part of it for a while, you mean ? 

Mr. Srracksern. Commercially, obviously, business is conducted 
for profit, and if an advantage comes from buying at one place rather 
than another, unless that advantage is overborne by some other con- 
sideration they naturally would turn to the other source. 

Senator Maronr. Then what you are saying in this remark here 
is that a man employed in this country at $12 to $15 a di: ay probably 
furnishes a better market than if his employment is discontinued and 
you employ that man in some other nation at, say, 50 cents to $3 a day 

Mr. Strackeern. I think that would follow, yes. 

Senator Matoner. Do you think the system followed now might 
have any marked effect on the market in this country if carried out? 
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Mr. Srracksern. If the proposal to further lower our tariffs is 
carried out, I think it w ould ihdeed affect our economy, and I think 
that it would have a possible very serious effect, perhaps bringing 
about deflationary forces that could well lead us into a depression. 

[ think that is so particularly because we are on a very highly in- 
flated economy. We are particularly vulnerable for that reason. We 
must maintain this high level of production and high level of busi- 
ness activity in order to meet our tremendous national obligations. 
We cannot go back to the price level of 1939 or anywhere near it and 
remain solvent. ‘Therefore, it is necessary that we avoid, so far as 
possible, having this high level economy exposed to a system of com- 
petition which would disrupt the market and start unemployment 
and layoffs in many industries. 

Senator Matonr. Are you referring to countries where the labor 
costs and the taxes are much lower? 

Mr. Srracksern. The labor wages in all countries are lower than 
here. Taxes may not necessarily be lower in all instances. 

Senator Matonr. Do we not make some special concession in taxes 
to these investments in foreign nations, like short amortization periods 
and even advancements of money in certain cases / 

Mr. Srrackeern. I don’t believe we have done that in foreign in- 
vestments. We have talked about it, but I don’t think it actually has 
been carried out. 

Senator Martone. What about the incomes of the companies that 
invest abroad? Are they taxable to the same extent as here ¢ 

Mr. Srrackpnern. A company of course is taxable in the territory 
or country where it is actually located, manufacturing and operating, 
and we have arrangements with other countries to avoid double taxa- 
tion. If you are taxed in Canada, you are not again taxed here. We 
have an arrangement on that basis. But I don’t know what tax con- 
cessions have been made in other countries, if any, to induce our in- 
vestments. 

Senator Maronr, Mr. Strackbein, we certainly appreciate your 
appearance here before the committee, and if you have any other in- 
formation you think would be helpful in our work, we will welcome 
your contribution. 

Mr. Srrackpsern. Thank you very much. 

Senator Matonr. Our next witness is Mr. J. M. Jones of the Na- 
tional Wool Growers Association, and Mr. Robert Franklin of the 
same organization. 


STATEMENTS OF J. M. JONES, EXECUTIVE SECRETARY, NATIONAL 
WOOL GROWERS ASSOCIATION, SALT LAKE CITY, UTAH; AND 
ROBERT FRANKLIN, PUBLIC RELATIONS COUNSEL, NATIONAL 
WOOL GROWERS ASSOCIATION, FRESNO, CALIF. 


Senator Martone. Mr, Jones and Mr. Franklin, you are both fa- 
miliar with the objectives of the committee, I am sure, in determining 
the availability of critical materials in time of war and for the 
expanding economy and for the security of this Nation. We know 
the nature of your organization. You are interested in one commodity 
particularly. 
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We are very glad to have you here. Your industry affects the 
whole Nation. It not only affects the whole Nation; I think the pro- 
duction is from all of the 48 States. 

Mr. Jones. That is right. 

Senator Matone. So if you will identify yourself for the committee 
and also your associate, Mr. Franklin, you may then make any state- 
ment you care to make and submit any data you think will be of help 
to the committee. 

Mr. Jones. Thank you, Chairman Malone. 

My name is J. M. Jones. I am the executive secretary of the Na- 
tional Wool Growers Association, with headquarters in Salt Lake 
City, Utah. 

Mr. Robert Franklin, the public-relations counsel of the National 
Wool Growers Association, is from Fresno, Calif. 


TRADE POLICY VITAL TO THE WOOL INDUSTRY 


Mr. Chairman, let us say that we appreciate very much this oppor- 
tunity of appearing before your committee on such an important 
matter as our trade policy as it affects strategic commodities. First, 
however, it might be well, since we have just completed our 89th an- 
nual convention, to give you the results of that convention as regards 
the tariff and the foreign-trade policy. 

The convention adopted the following resolution pertaining to 
tariff, and I quote: 

We wish to reaffirm the historical and traditional position of the National 
Wool Growers Association that an adequate tariff on wool is the proper way 
to safeguard the sheep industry of the United States. The promotion of world 
trade should be on the basis of fair and reasonable competition and must be 
done with the principle of law maintained that foreign products of underpaid 
foreign labor shall not be admitted to the country on terms which endanger the 
living standards of the American workingman or the American farmer or 
threaten serious injury to a domestic industry. 


CONGRESS URGED TO RESUME ITS RESPONSIBILITY IN FIXING TARIFFS 


The United States Congress is urged to resume its constitutional responsibility 
of regulating foreign commerce through adjustment of duties, imposts, and 
excises through its agent, the Tariff Commission, and to allow the 1934 Trade 
Agreements Act, the so-called Reciprocal Trade Act, which transferred such 
responsibility to the President, to expire in June of 1954. 

That is the end of the quote. That was adopted on December 10, 
1953, Mr. Chairman, and we feel that it is a clear-cut statement as to 
the policy in regard to some of the questions you asked the witnesses 
this morning. 


STATES CONCERNED WITH THE PRODUCTION OF WOOL 


Senator Matone. Let me ask you at this point, how many States 
does your National Wool Growers Association represent, that is to 
say, how many States are affected ? 

Mr. Jones. Mr. Chairman, we are largely located in the 12 Western 
States, which includes Texas on the south, Montana on the north, 
California on the west, and South Dakota on the east. Our organi- 
zation was originally started in 1865 in New York, and as migration 
moved westward the sheep industry quite naturally moved westward 
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to take advantage of those natural resources which could be best 
used by the industry, and that, of course, now is our western country. 

I might say in that connection that those resources are lost unless 
they are utilized by the livestock industry, and the sheep industry 
in many instances is the only industry that can use them. So from 
that standpoint they are of very great economic importance to that 
western country. 

If I may, I should like just to give you a little background as to 
where our industry is and what has ‘happened to it. 

You are familiar, no doubt, with the effort we have made to conform 
to all of the laws and the requests made by the Congress and by the 
executive department to get a proper program worked out so that 
we could have a healthy sheep industry. 


CURRENT TARIFF ON WOOL 


The present tariff on wool is 25.5 cents per clean pound on grades 
44’s and higher; on grades between 40’s and 44’s it is 17 cents per 
clean pound; and on “grades not higher than 40's, 13 cents per clean 
pound. We have realized that thi at is not an adequate tarift, These 


present rates are the result of a 25-percent cut made at the time of 
the Geneva Conference in 1946. 

Senator Martone. With whom was this trade agreement made? 
Who were the parties to it?. What nations? 

Mr. Jones. The nation that probably affected us the most—of course, 
under the favored-nations clause, any of them were covered by the 
agreement, but I suppose it was brought about at the request of 


perhaps Australia. 

Senator Matone. Was it made directly with Australia ? 

Mr. Jones. It was made in the overall conference. I am just not 
certain. It was made during that Geneva Trade Agreements 
Conference. 

Senator Matone. In any case, whoever it was made with, because 
of the most-favored-nations clause every nation has equal benefit ? 

Mr. Jonrs. Access to it, that is correct, sir. 

Currency devaluations and manipulations of currency by foreign 
countries have made these duties increasingly ineffective. I am think- 
ing now of the devaluation of the pound “sterling, I believe in 1946, 
and then manipulations by other countries. 

Senator Matonr. Then you agree with other testimony that you 
have heard here, that when there is a fixed cents or dollars per unit, 
not an ad valorem duty, when the price is increased on the commodity 
through inflation or other causes, it means actually a corresponding 
decrease in tariff; that is, in percentage ? 


TARIFF RATES UNDER THE ACT OF 1930 


Mr. Jones. That is correct, sir. If we were to be on a similar 
basis as we were in 1930, instead of a 25.5 cent duty we would be 
entitled to in the neighborhood of 65 cents duty. 

Mr. Franxuin. You see, Senator, if it were back on the same basis 
as the last tariff that was established by the Congress, it would have 
to go up now to approximately 65 cents. 
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Senator Mavone. Presumably the Congress established that duty 
on the basis of the differential in the cost of production and the wage 
standard of living here and abroad, and other factors. 

Mr. Jones. That is correct. 

Senator Matonr. That is what you mean, that you would like to 
revert to the Tariff Commission, an agent of Congress, in fixing these 
duties on a flexible basis, by the simple expedient of not renewing the 
1934 Trade Agreements Act upon its expiration on June 12, 19544 

Mr. Jones. Yes, sir; that is our position. 

Mr. Franxutn. I think we would go a little further than that, Mr. 
Chairman, if we might. Perhaps this is the practical approach from 
the back country, but our sheep growers feel very definitely that 
they have never been able to vote for anybody in the State Depart- 
ment, and they can talk to the fellows they vote for if they have the 
authority that was set up under the original laws. 

Senator Martone. In other words, what you are saying is that the 
Constitution fixes in the Congress the responsibility to set the duties, 
imposts, and excises, which we call tariffs or import fees, and that 
perhaps the original reason for fixing it in the legislative branch 
is that every precinct in the United States is represented. 

Mr. Jones. That is correct. 

Senator MAtone. If in south Maine either the sheep industry or 
the clothespin industry is affected, someone can get in touch with 
their representatives in Congress, both their Senators and Congress- 
men, and at least get an answer to what the deal is. 

Mr. Jones. That is correct, and protect the economic stability of 
the area concerned. 

Mr. FRANKLIN. There is this factor involved there, to continue that 
particular thought: At least half of the economy of Australia and 
New Zealand and almost half that of South Africa, for instance, are 
dependent upon wool for their national income, so naturally when 
they get to dealing diplomatically with a nation such as ours, they 
are very interested in wool and their horsetrading is going to be 
on wool. Yet it is a smaller part of our economy, and when they 
start talking in totality on those things, we find ourselves with 
representation which is not affected by the wool business, 

Senator Manone. Testimony this morning from another source de- 
veloped that instead of community interest in building the total 
economy of the United States, it should be on the total national inter- 
est or total international interest, probably working toward one 
economic world or free trade. Your testimony is very interesting. 
Go ahead. 

Mr. Jones. Thank you, sir. 

Coupled with these currency devaluations and manipulations of 
currency, we had, of course, as you know, price control and other 
regulations which to a large extent have made the industry an unsat- 
isfactory investment. 


WOOL-—A DECLINING INDUSTRY 


To prove this point, I should like to point to the United States 
Department of Agriculture figures on production. 

In 1942, the number of sheep shorn in the United States was 49,- 
287,000 head, and at that time those stock sheep were producing 
388,297,000 pounds of shorn wool. 
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In 1953, about 11 years later, we had only 27,857,000 head of stock 
sheep, and we were producing only 229,292,000 pounds of wool, or 
a decrease in that period of approximately 44 percent. Those are 
the stock sheep. 

In the 1935-89 period, there was an average of 281 million pounds 
of apparel wool consumed, of which about 20 percent was of foreign 
origin. In 1952, there was an increase in the amount consumed, but 
72 percent was of foreign origin. Twenty percent in the 1935-39 
period was of foreign origin. Today, or in 1953, it is 72 percent which 
comes from foreign countries. 

It is obvious, therefore, that under present conditions the United 
States is dependent on foreign sources for a major supply of wool. 
This means that shipping of this wool must come from distances 
5,000 to 8,000 miles in order to secure this strategic material. 


POLICY OF STATE DEPARTMENT MAKES US DEPENDENT ON FOREIGN SOURCES 
FOR STRATEGIC MATERIAL 


In that connection, I might say that our Government has deter- 
mined that wool is a strategic material and, Mr. Chairman, may I 
refer to the report in the 1950-51 yearbook of the Department of 
Agriculture, which on page 489 states, and I quote: 

We want to keep our wool industry vigorous because wool is essential to our 
national health and security; the Armed Forces consider wool a strategic and 
essential material. Domestic wool production, even in peacetime, has never 
been equal to consumption. Normally we produce only from one-fourth to one- 
third of our total requirements. To meet any emergency we should produce at 
least two-thirds of our normal requirements of apparel wool. 

Senator Martone. May I ask you at this point, how long has it been 
since you produced two-thirds of the national requirement ? 

Mr. Jones. I think I can give you that, sir. I don’t have the exact 
date. In 1947 we were only producing about half of our needs. It 
must have been around 1940, I can get that exactly for you. In 1941, 
the domestic industry produced 65.4 percent of domestic consumption. 

Senator Maronr. You may supply that for the record. 

Mr. Jones. Yes, sir. 

Senator Matonr. What was the maximum of our domestic produc- 
tion that we previously produced ? 

Mr. Jones. I believe the 388 million pounds of shorn wool would be 
about the high (388,297,000 grease pounds of shorn wool in 1942). 

Mr. Franxkuin. Fifty percent. 

Senator Matonr. Yes, in percentage or the amount. That would 
have been about what date, estimated ? 

Mr. Jones. That was at the beginning of World War II. 

Senator Matone. Around 1937 or 1938? 

Mr. Jones. Yes. 


ERIOR TO WORLD WAR II OUR DOMESTIC WOOL INDUSTRY MET 80 PERCENT OF 
REQUIREMENTS 


Mr. Franxurn. In other words, Senator, when World War IT broke 
out, you had a strong domestic sheep industry prepared to furnish the 
wool that was needed. 

Senator Matone. About 50 percent. 
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Mr. Franky. Fifty percent of our domestic consumption was 
produced by the domestic industry at that time. It should be re- 
membered that the needs for wool were at an alltime high because of 
the war. 

Senator MaLonge. When was this agreement made to lower the tariff 
on wool ¢ 

Mr. Jones. That was at the Geneva agreement in 1946. I think it 
became effective January 1, 1947. 

Senator Matonr. You lay considerable weight on that agreement 
for reducing the production in this country 

Mr. Jones. Yes, we think it had a definite effect. 

Senator Matoneg. Instead of reducing it through the inflation that 
took place, it really should have been raised if they were looking for 
a tariff that would make up the difference between the production cost 
here and abroad. 

Mr. Jones. That is correct, sir. 

Senator Matone. With our chief competitive nation. 

Mr. Jones. Right. 

I would like to refer to one further statement. The United States 
Senate Joint Committee on the Economic Report, in their Senate 
Document 100, 2d session of the 82d Congress, stated : 


CURRENT DOMESTIC WOOL PRODUCTION 50 PERCENT OF WORLD WAR II 
MILITARY REQUIREMENTS 


Our domestic wool clip “is averaging only about half” the rate of production 
required for military use during World War II and “the foreign wool which we 
are using today to supplement our domestic production requires shipping over 
sealanes of minimum distances of 5,000 to 8,000 miles. To depend upon imports 
over extended supply lines in time of war is not realistic.” 

This came from Conservation in Military Textiles, by Dr. Stephen 
J. Kennedy, in the Quartermaster Review of November—December 
1951. 

Senator Martone. This is an Army statement? 

Mr. Jones. Yes, sir. 


DEPENDENT TO A LARGE EXTENT ON WOOL SUPPLY 8,000 NAUTICAL MILES 
DISTANT 


The Western Hemisphere produces approximately 15 percent of 
the world’s apparel wool supply, with 43 percent being produced 
8,000 miles away. It has been said that South America could furnish 
our wool needs in time of war, but to depend upon this supply is 
extremely hazardous in our opinion, as is shown by the fact that 425 
ships were sunk by submarine and other enemy action along the 
Atlantic seaboard during a 6-month period in 1942. Total ship 
tonnage lost during Wor jd War II was almost 7 million tons. 

It is our contention that the growing dependency on foreign pro- 
duction is a definite and an unnecessary hazard as far as the need for 
wool is concerned. 

The Congress of the United States has set a goal of 360 million 
grease pounds of shorn wool. This goal can be achieved under proper 
atmosphere and incentive. It is our opinion that the best stockpilé 
is a going concern domestic sheep business, which I think you men- 
tioned this morning, Mr. Chairman, with the wool growing on the 
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sheep’s back. It is not now possible to attain the goal of 360 million 
shorn pounds of wool or even maintain the present production. 

Senator Maone. Is that a peacetime use ? 

Mr. Jones. That 360 million pounds? I don’t believe that would 
meet our peacetime use. We never have produced as much wool as 
we have consumed. We have always imported some wool. 

Senator Matone. What is approximately the peacetime consump- 
tion now ¢ 

Mr. Jones. Being very conservative, not knowing just where we 
are going from here—we have hi id, I might say, in the last 20 months, 
a very slow wool consumption—around 600 million pounds of clean 
wool. 

Senator Matone. Annually? 

Mr. Jones. Annually. It might not be that high this next year, 
but I think over the average we should depend upon that. 

Senator Martone. What was the use during the war? 

Mr. Jones. It reached over a billion pounds of consumption during 
the period when we had the greatest activity in clothing our soldiers. 
Over a billion pounds of wool was consumed annually during the 
years 1941 through 1946. You will recall, no doubt, Senator, that, 
during that time there were tremendous stockpiles built up here just 
for the very purpose of protecting us against unforeseen happenings 
in the world during wartime, and following that we found that the 
domestic industry was again subjected to that hanging over the market 
and depressing the price necessary to meet our costs. 

Senator Maronr. You mean the threat of distributing wool from 
the stockpile was a deterrent to investments in the business? 

Mr. Jones That is correct, sir. 

Senator Matonr. How could there be a threat from a stockpile if 
it was properly managed ? 

Mr. Jones. You mean a stockpile in the form of wool in warehouses, 
for example? We think it is very difficult for the Government to 
manage a stockpile. As stated before, we don’t think it is the proper 
way to stockpile this strategic commodity. It perhaps would not be 
too much of a threat if we knew for sure the end product for which 
that stockpile was to be used. For example, if the Government should 
feel that they could work this stockpile up into military fabrics and 
have that available, we think that would be a good plan; but in the 
raw state, we think it is a detriment to the industry. 

Senator Matonn. You think it is a constant danger ? 

Mr. Jones. Yes. 

Senator Matone. To any extent that the domestic industry in- 
creased its annual production, what you would call a going-concern 
industry, the stockpile on the sheep’s back, there would be needed 
just that much reduction in any stockpile? 

Mr. Jongs. That is correct, sir. 

Senator Matonr. What is your present annual production ? 

Mr. Jones. 229 million pounds, grease wool. 

Senator Matone. Where do you i think it would naturally go in a 
few years if you had that fair and reasonable adjustment of duty or 
import fees to protect the investors and the workers in the industry ? 

Mr. Jones. We believe that within a 10-year period—in fact, we 
forecast that within a 10-year per iod we could produce the goal which 
is established by Congress, the 360 million pounds of shorn wool. 
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Senator Maronr. 360 million pounds of shorn wool annually. Do 
I understand that they would use a billion pounds annually in war- 
time, or that that would be only while they were really clothing the 
Army in the beginning of the war? What would be the annual “need 
in a waré 
FUTURE REQUIREMENTS FOR MILITARY NEEDS 


Mr. Jones. Under conditions of the last World War, I think that 
they should consider the need for a billion pounds to take care of both 
civilian and military requirements. 

Senator Matone. For what period of years would they try to build 
up the stockpile / 

Mr. Jones. I believe the major portion of that stockpile was built 
up over about a 2-year period, and it came in, if I recall correetly— 
and I hope you will permit me to change these dates if they are not 
exactly accurate. 

Senator Matonr. You may check that for accuracy. 

Mr. Jones. It would be between 1942 and 1945. 

Senator Martone. By the way, any testimony that you give you 
may correct for accuracy and completeness. 

Mr. Jonrs. Thank you, sir. 

Senator Matonr. This is an informal hearing. The facts are 
what we want. 

If they need a billion pounds annually during war, and you are 
producing only 360 million, the stockpile would have to be 5 times 
the difference between a billion pounds and 360 million. 

Mr. Jonrs. Yes, sir. 

Senator Matonge. What was the size of the stockpile, if you remem- 
ber, in World War II? What was the maximum size? You may 
insert that. 

Mr. Jones. You see, they had a rather peculiar situation then, in 
that they stockpiled this wool in this country for the British ree 
ment aid for our allies. We actually did not own the stockpile a 
the time, but they brought it over here for protection of not only our- 
selves but our allies. It varied considerably. I think we had a stock- 
pile at one time—I thought I had it here, but I don’t seem to have it 
in this table—I think we had a stockpile in the neighborhood of 800 
million pounds at one time. 

Senator Martone. And it was continually being added to during the 
war ! 

Mr. Jonrs. Yes, and taken from as needs were shown. 

Senator Matonr. Go ahead. 

Mr. Jones. As I mentioned a moment ago, Mr. Chairman, it is 
not now possible to attain the goal which has been set up. In fact, 
it is not possible to maintain even the present situation of the industry, 
let alone the goal, and it is our estimate that we are going to lose a 
million head of stock sheep this year. 

Senator Matonr. How many million head of stock sheep are there 
at this time? 

Mr. Jones. About 27.8 million head. 

Senator Maronr. Is that a trend? 
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PRODUCTION OF WOOL AND SHEEP ON DECLINE SINCE 1942 


Mr. Jones. The trend is continuously downward, and has been 
almost constant since the 1942 period. 

Senator Matonr. You undoubtedly gave this when you started your 
testimony, but what was the number of sheep in this country in 1942, 
or thereabouts ¢ 

Mr. Jones. 49,287,000 head. 

Senator Martone. Just about half. 

Mr. Jones. Yes, sir; a loss of 44 percent in stock sheep. 

Senator Matonr. What does that do to the economy of the areas 
and the communities where this industry has been built up over the 
years and to the employment? 

Mr. Jones. We think it has affected the economy very materially. 
Of course, as you know, in our own western country where they have 
been able to shift from the sheep business to the cattle business, that 
has been done. That is perhaps one of the reasons the cattle boys are 
in trouble today, because they have shifted over to that use as far as 
possible. 


CURTAILMENT OF SHEEP PRODUCTION CAUSING AN IMBALANCE IN OTHER 
INDUSTRIES 


In other instances our western areas have been plowed up and wheat 
has been produced, because the profit incentive was greater in that 
connection. Now we have the surplus problem in wheat. 

So we have that imbalance occasioned by the fact that the domestic 
sheep industry was not given proper attention at the time, and in 
every instance where it has been possible they have gone into some- 
thing more profitable. Now we are finding those problems confront- 
ing us. 

Senator Martone. The shift has been occasioned, in your opinion, 
through the uncertainty facing the present investors and the potential 
investors in the sheep business ? 

Mr. Jones. Yes, sir. 

Senator Martone. In other words, the uncertainty is occasioned by 
the lack of protection from the low-cost producing areas ? 

Mr. Jones. That is right. 

Mr. Franxutn. I think it should be stated stronger than that. It 
has been occasioned by the losses as well as uncertainty. There has 
been not just uncertainty, but there has been a definite loss to the 
industry. 

Senator Martone. Yes; that is true, according to your testimony, 
and the numbers show a decrease trend. One of the points I want 
you to make clear in the record is not only the actual lack of protec- 
tion, but the fact that the industry is in the hands of a department 
that is, according to its own announcements from time to time, taking 
the entire national structure and the world structure into considera- 
tion in the matter of trades, and there might even be further trades 
on that basis. 

Mr. Jones. We feel definitely that that could take place. 

Senator Matone. So the trend out of the sheep business is a natural 
trend which would take place in any business where there apparently 
is no future. 

Mr. Jones. Correct, sir. 

Senator Martone. Go ahead. 


<i 
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COMPARATIVE COST OF LABOR, DOMESTIC AND FOREIGN 


Mr. Jones. For example, permit me to point up the labor factor 
which has been discussed today. In official studies prepared by the 
Departments of Agriculture of the United States and Australia for 
the years 1948 and 1949—Senator, the only reason those are used is 
because they are the latest years for which we could get comparisons. 
Costs, of course, have increased in both countries probably’ since that 
time. But the comparison is this: Cash costs for labor in the United 
States were $2.75 per head of sheep. 

Senator Martone. Per head annually? 

Mr. Jones. Yes, per head annually, per sheep. 

In Australia, 52 cents per head. Labor to shear sheep in the 
United States during that same period was 44 cents, compared with 
12 cents in Australia. Total cash and noncash costs held about the 
same relationships, as that table will show. These costs in the fiscal 
year 1948-49 amounted to $10.41 per head in the United States, com- 
pared to a total in Australia of $2.14 per head. 

In other words, this official study shows that it costs about one-fifth 
as much to operate a sheep in Australia as is true in the United States. 

Senator Martone. This includes proper investment and all of the 
costs attendant to the sheep-raising business ? 

Mr. Jones. Yes, sir. 

Senator Matone. The costs in Australia are about 20 percent of the 
costs here to market a sheep or a pound of wool ¢ 

Mr. Jones. That is correct, sir. I think we want to be very fair 
in this. The net returns, shown in the table there, per sheep in the 
United States were higher, considerably higher, but because of this 
great difference in cost, the net return to the sheep producer in this 
study was a minus 1 percent compared to a 12.2 percent return in 
Australia based on the dollar invested. We think that is a fair 
comparison. 

The domestic sheep industry is not asking for a high tariff. All 
they ask is a tariff based on fair and reasonable competition. 

Senator Matonr. When you say a “high tariff,” it would be mean- 
ingless, would it not—in other words, if you just put an arbitrary low 
tariff that you knew was clearly below the effective medium, or if you 
just set a high tariff which you know is above it—but the Tariff Com- 
mission was set up, was it not, to determine the fair and reasonable 
basis ¢ 

Mr. Jones. Yes, sir. 

Senator Martone. That is what you meant by your resolution, that. 
you wanted to return to that basis of economic difference ? 


RECOMMENDS THAT TARIFF FIXING RESPONSIBILITIES REVERT TO CONGRESS 


Mr. Jones. Yes, and let an unbiased arm of the Congress determine 
what is a fair and reasonable basis. All that we ask is that the tariff 
be based, as you have often said, on fair and reasonable competition 
so tht we are not exporting the American investor nor the American 
laborer. We of course have bills pending in the Congress to provide 
this reasonable protection. These are in the form of a flexible duty to 
be applied when wool imports come into this country at a price below 
the cost of production for domestic wool. 
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Senator Martone. Let me ask you a question in that regard. I 
noticed this year that you had some kind of formula for protection. 
Do you think that is better than if you just had a principle of pro- 
tection laid down, establishing fair trade, where the duty as the Con- 
stitution calls it, or the tariff as we naturally refer to it, would be 
adjusted on a certain principle? Do you think that would be better, 
or do you, thing seme formula that Congress might specifically pass 
would be better ? 

Mr. Jones. Mr. Chairman, I don’t think that it would make any 
great difference if you had that opportunity, but I am sure you 
realize that under the present circumstances, because the Tariff Com- 
mission did not have that authority, we had to come to the Congress 
for some basis so we could achieve that level. 

Senator Matonr. That is all right, but the sheep business is only 
1 out of, say, 10,000 commodities. 

Mr. Jones. Yes, sir. 

Senator Matonr. You could not have 10,000 bills in the Congress 
to deal with each of them specifically. 

Mr. Frankuin. Senator, we hope the Congress will certainly adopt 
such a principle, but we as an industry are not in a position to adopt 
or to try to work with Congress to adopt the whole policy in total, 
unless there is a general feeling, as you say. We wish the Congress 
would adopt a general policy, very much so. 

Senator Maronr. Then you think that your investors and labor 
would be adequately protected under such a principle, and no special 
bill would be necessary ¢ 

Mr. Jones. May I go a little further in that? I think we might 
clarify our position a little. You see, we have taken a position on 
the trade agreements. That was one string to our bow, for example. 
As you can readily see from the loss in production in this country, we 
are really in trouble and have been in trouble a long time. So we are 
looking for any string to the bow that will do the job, and we are 
working at it from both angles. 

Senator Martone. To keep you alive? 

Mr. Jones. That is correct. 

Senator Matone. Then does not the whole thing add up, as is true 
of the testimony of another witness this morning, to what the policy 
is going to be, whether there is going to be the injection of other 
factors in the matter of fixing the tariffs and import fees beyond the 
matter of the differential in costs? If these other factors are political 
factors, making friends with other nations through dividing the 
industry, then you frankly are not in business unless you do have a 
special bill. 

Mr. Jones. That is correct, sir. 

Mr. Franxun. That is correct. That is the position we have taken. 

Senator Martone. Go ahead. 

Mr. Jones. I think, Mr. Chairman, if you will permit, we should 
like to file with the committee the presentation made before the Tariff 
Commission, which is exactly on this subject, and I think contains all 
of the basic data, tables, and exhibits that might be helpful to the 
committee, along with the supplementary statement, and those pro- 
duction costs. We would appreciate that, and I think that is all we 
have to offer. 






































seen At ian el oS aN AAI i A 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 529 


Senator Martone. The sheet showing “Comparisons of sheep opera- 
tions in the intermountain region of the United States, 1949, and in 
New South Wales, Australia, for 1948-49,” cost comparisons, will be 
accepted for the record and appear at this point as part of your testi- 
mony. Also the brief entitled “Before the United States Tariff Com- 
mission, Tariff Commission Building, Washington 25, D. C.,” dated 
August 31, 1958, will be accepted and appear as a part of your testi- 
mony at this point in the record. 

And the statement of J. M. Jones, secretary of the National Wool 
Growers Association, dated September 1, 1953, and presented in con- 
nection with investigation No. 8 under section 22 of the Agricultural 
Adjustment Act, as amended, will be accepted and appear at this 
point in the record as a part of your testimony. 

(The documents referred to follow :) 


Comparisons of sheep operations in the intermountain region of the United 
States, 1949, and in New South Wales, Australia, for 1948-49—Cash and non- 
cash costs per sheep (excluding operators labor and capital costs) 


United States} Australia 


Cash costs: } } 
Wages and contracts_.......... etnastein . 57 | $0. 52 
Shearing and crutching-_-..-.. : 
Materials__. i deh 
uo Eee ere ee bate 
I nse ariin nil dina wired . 
ali MR el a 
Wool selling costs___- 


Miscellaneous expenses............- 


Total eash costs. . - bud. Sie 
Noneash costs: Depreciation - - .---- 


Total cash and noncash costs. 
Net returns per sheep: 


Ea . 
GE eanbeccdcnceses 


Net income 
Lens 4 percent interest on Gepttal . .......22<ccccecsececncne sence costecce 
Less operator’s labor 

Return to management per sheep 


Percentage return on dollar invested to management... ............- ‘ 





' Actual cost $2.53. ? er 
2 Allowed same amount for operator’s labor as paid sheepherder in United States ($2,400). 
3 Australian study allows £350 per annum ($777) for operator’s labor. 


Source: Commercial Family-Operated Sheep Ranches, Intermountain Region 1930-50, by H. R. Hoch- 
muth, agricultural economist, U. 8. Department of Agriculture, Bureau of Agricultural Economics, 
Washington, D. C., May 1952, Agricultural Information Bulletin No. 85; Merino Wool Growing, Bureau 
of Agricultural Economics, Department of Commerce and Agriculture, Canberra, A. C, T,, 1951. 


STATEMENT OF J. M. JONES, EXECUTIVE SECRETARY, NATIONAL WOOL 
GROWERS ASSOCIATION, BEFORE THB UNITED STATES TARIFF 
COMMISSION, TARIFF COMMISSION BUILDING, WASHINGTON 25, D. C. 


THE POSITION OF THE NATIONAL WooL GROWERS ASSOCIATION IN RESPONSE TO THE 
Unitep States Tartrr CoMMISSION INVESTIGATION No. 8 UNperR Section 22 
OF THE AGRICULTURAL ADJUSTMENT ACT, AS AMENDED, ON Wooit—a STATEMENT 
ON BEHALS OF THE NATIONAL Woot Growers Association, Auaust 31, 1953 


The National Wool Growers Association is a voluntary and unincorporated 
organization of woolgrowers founded in 1865 for the purposes, first, to secure for 
the business of woolgrowing equal encouragement and protection with the 
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other great industrial interests of our country; second, to protect the interests 
of sheepmen in the framing of a protective tariff on wool and lambs. 

This association attempts to speak for the whole domestic sheep industry, and 
we believe that the views expressed herein are the views of more than a large 
majority of the four hundred thousand-odd wool and mohair growers of this 
country. 

PURPOSE OF INVESTIGATION AND THE LAW 


It is the position of the sheep industry that the “wool of the sheep subject 
to duty under paragraphs 1101 (a) and 1102 of the Tariff Act of 1930, carbonized 
wool of the sheep subject to duty under paragraph 1106 of the said act and sheep’s 
wool tops subject to duty under the said paragraph 1106, are being and are 
practically certain to be imported into the United States under such conditions 
and in such quantities as to render and tend to render ineffective or materially 
interfere with the price support program undertaken by the United States De- 
partment of Agriculture and to reduce substantially the amount of products 
processed in the United States from domestic wool.” 

Under present law, “the price for wool (including mohair) shall be supported 
through loans, purchases, or other operations at such level, not in excess of 90 
percent nor less than 60 percent of the parity price therefor, as the Secretary 
determines necessary in order to encourage an annual production of approxi- 
mately 360 million pounds of shorn wool.” 


POSITION OF SHEEP INDUSTRY 


On September 29, 1952, in appearing before this honorable Commission, the 
domestic sheep industry representatives presented the situation relative to the 
position and outlook of the domestic sheep industry. It was stated at that time 
that the industry was most anxious that it would not be necessary to utilize the 
Government program because: (1) Support at 90 percent of parity would not 
encourage increased production of the domestic sheep industry, and that prices 
at that level were not sufficient; (2) support programs always entailed Govern- 
ment control and regulations, and the industry wants open-market trade; (3) 
support programs for wool have resulted in a monetary loss to the Government 
(cumulative net results of price-support operations to June 30, 1951, according 
to the Department of Agriculture, show a net loss to the Government on wool- 
support programs in excess of $92 million) ; and (4) accumulations of raw wool 
held by Government always present a threat to the market and act as a deterrent 
to increased prices. 

It was also pointed out that a real need has developed for the program, and 
the domestic sheep industry for many reasons did not want to jeopardize the wool- 
support program. Because of the fact that domestic consumption for many years 
has far exceeded production of domestic wool in the United States, and because 
price levels in the world have been strong, generally speaking, it could logically 
be assumed that the use of a support program would not be necessary. However, 
because of currency devaluations, manipulations of currency, and other devices, 
imports of foreign wool and wool products have come into this country at prices 
below not only costs of production but also below Government support levels on 
domestic wool, and thereby have jeopardized the wool-support program. 


SHEEP 


These imports under such conditions are one of the reasons for the decrease in 
the domestic sheep industry of 44 percent from 1942 of 49,287,000 stock sheep and 
lambs to 27,857,000 on January 1, 1953 (table I, appendix). 

The Demand and Price Situation, from the Bureau of Agricultural Bco- 
nomics, reports in the July 1953 issue: “Sheep and lamb slaughter so far this year 
has averaged about 15 percent greater than a year ago. The margin over last 
year resulted from earlier marketings of spring lambs and a further reduction 
in the number of sheep and lambs on farms.” (Italic ours.) Thus, a continuing 
reduction in domestic breeding stock. This was forecast last year. 

At the same time, average prices for sheep have dropped from $16.80 a hundred- 
weight in June 1951 to $11.30 in June of 1952 and to $6.48 in June of 1953. 
(Source: Agricultural Prices, BABE.) Sheep were 63 percent of parity as of June 
15, 1953, which shows the lack of confidence in the sheep industry. 

Thus, one of America’s basic industries finds itself depression-ridden in the 
midst of a national economy for the rest of the Nation, which is near its alltime 
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high. That makes it self-evident that the decline of prices to producers has not 
been accompanied by any decline in the cost of production. Under continuation 
of import competition for even 1 more year, in the volume and at the prices which 
have prevailed in the past 10 years, there would be no chance for a price improve- 
ment in time to save a further serious decline in production and further losses to 
the producers and handlers of the industry in the United States. 


WooL 


Production of shorn wool (grease basis) has declined from 388,297,000 pounds 
in 1942 to 229,292,000 pounds in 1953, according to the Bureau of Agricultural 
Economics (table I, appendix). During the period 1935-39 the United States 
sheep industry produced 80 percent of the domestic consumption. In 1952 pro- 
duction represented only 28 percent of consumption. Consumption increased from 
377 million pounds, clean basis, to 463 million pounds. Imports increased from 
56 million pounds, clean basis, to 249 million pounds. 

Table Il (appendix) shows the world imports of raw wool and shows that the 
United States has become the greatest importer of wool in the world. It shows 
the United States has virtually tripled the share of wool it is importing from 10 
percent of the world supply in 1935-39 to 29 percent in the period 1946-50. In 
1951 the United States imported one-fourth of the world supply of wool. For 
information of the Commission, table III (appendix) shows the percentage of the 
various grades of dutiable apparel wool imported from the various countries and 
table IV (appendix) shows the weight and percentage of grades of the total 
imports. This definitely shows that the imports are heaviest in those grades 
which we produce in the most abundance in this country. There is no duty 
on carpet wool which we do not raise in the United States, and we do not feel 
there should be any duty. 

Prices of wool were frozen on December 8, 1941, and were not permitted to 
increase as the cost of production increased. This was a depressant on the 
industry and continues even today because the parity formula takes these de- 
pressed prices into account, thereby continuing an unfair price relation. Conse- 
quently, even parity today is below the cost of production. 

Wool is supported at 90 percent of parity, which reflects a national average 
of 53.1 cents per pound, grease basis, compared with 54.2 cents in the marketing 
year 1952. Shorn wool prices are being supported through nonrecourse loans to 
producers. Not only has this price-support program acted as an umbrella for 
imports of wool from foreign countries with lower living standards but it has 
also acted as a ceiling price on domestic wool. 

It is the opinion of our industry that between 60 and 70 percent of the 1953 
wools have moved out of first hands largely because of the protection given by 
the Department of Agriculture in its sales policy on the 100 million pounds of 
domestic wool owned by the Government as a result of the 1952 wool price-support 
program. 

It was pointed out last year that the outlook was for the United States Gov- 
ernment to have a stockpile of wool. It was estimated at that time that a pos- 
sible 200 million pounds, grease basis, of the 1951-52 wools could go under the 
program. The result is that approximately 135 million pounds were appraised 
for loan; 125 million pounds were placed under loan; and as of June 30, 1953, the 
Government actually had an inventory of 100.6 million pounds (grease basis) of 
domest'e wool. 

Considrring the fact that the United States consumed 700 million pounds of 
greas’ apparel wool in 1952, while domeste growers produced only 232,373,000 
pounds, it is evident that foreign-produced wool imported into the United States, 
at prices "ner our cost of production, created the price decline on domestic wools 
which forced American growers into a support program and has made the do- 
mstie wool industry an unprofitable business. The American market was com- 
pletely demoral'zed by export actions of foreign governments and foreign pro- 
ducers, »nd even currency manipulation was used to circumvent even the lowered 
tariff neg»t ated under the Trade Agreements Act. 

Mnder the trade agreements with wool-producing countries, the foreign growers, 
whos» cost ¢f production is low, are able to transport their wool halfway around 
the world. pay this lower tariff and still undersell our cost of production. 

Toble V (appendix) shows the general imports of wool tops into the United 
States during the years 1949-52, inclusive. This shows that since 1949 wool-top 
imports into the United States have climbed from 1.1 percent of domestic pro- 
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duction to 11.8 percent of domestic production. Uruguay’s exports of wool tops 
to the United States in 1952 were 5,647 percent greater than they were in 1949 
and total wool-top importations into the United States in 1952 were 1,027 percent 
greater than in 1949. At times, because of the subsidy, Uruguayan wool tops, even 
after the payment of the present duty, have undersold United States produced 
tops by as much as 30 cents per pound. 

Prior to countervailing duty action by the Secretary of the Treasury, for which 
action the domestic industry is appreciative, wool-top imports increased from 2 
million pounds in 1949 to about 20 million pounds in 1952. This alone displaced 
approximately 50 million pounds of domestic grease wool, not counting the effect 
upon the domestic topmaker. 

Currency devaluations and various forms of manipulations of currency on the 
part of foreign governments makes duties collected under the Tariff Act of 1930 
inoperative and also threatens the Government’s price-support program for wool. 
It is now reported that Uruguay has removed the subsidy on wool top, but the 
damage has been done, 


PRODUCTION AND CONSUMPTION 


Thus, not only did the American producer lose his market to foreign subsidized 
imports, but American workers, who in 1949 prepared 99 percent of the tops, lost 
12 percent of their production to cheap foreign labor competition. 

The National Association of Wool Manufacturers on April 13, 1953, issued a 
newsletter stating that 8 million man-hours of labor by United States textile 
workers would have been needed to produce the wool fabrics imported into the 
United States in 1952. Wool-cloth imports reached a 30-year high of 24 million 
square yards last year. The news release quotes the average wage rate of 
American workers producing this cloth at from $1.55 to $1.65 an hour, while the 
wage rate for the same work in Great Britain, the principal competition of the 
United States textile mills, averages approximately $0.40 an hour. 

The American woolgrower is vitally interested in the welfare of the American 
textile industry because the domestic manufacturer is the domestic growers’ 
only customer and this is further displacement of the American woolgrowers’ 
market. 

In the years 1934-38 the United States ranked second in production of wool 
in the world. By 1952 it had dropped to fifth place (table VI, appendix). In 
the period 1984-38 the United States consumed 16.8 percent of the world wool 
consumption. By 1948 we consumed 28.5 percent of the total as against United 
Kingdom’s consumption of 18.1 percent. The United States has risen from a poor 
second in world wool consumption in 1934-38 to first place with consumption of 
52 percent greater than its nearest competitor, the United Kingdom (table VII, 
appendix). 

Before World War II, the average importation of foreign wool amounted to 
20 percent of domestic production and at the time of Pearl Harbor a strong 
American industry was ready to produce, and did produce, needed apparel wool 
for the Armed Forces. Now, 12 years later, after the lowering of tariffs under 
the trade agreements which compounded the damaging effect of other economic 
factors, foreign wool imports in 1952 amounted to 72 percent of the domestic 
consumption of the United States, and have again forced domestic wool into a 
Government-support program (table VIII, appendix). 

These import competition conditions have simultaneously accounted for a 
decline in sheep population in the United States in those same years from 
49,287,000 in 1942 to 27,857,000 in 1953, as previously indicated. 

While our wool production was declining, wool consumption was increasing 
in the United States by leaps and bounds. Table IX (appendix) shows that 
wool consumption in the United States between the 1934-38 period to the 1946-52 
period was increasing 54 percent per capita, while world consumption of wool was 
declining 6 percent per capita. 

Attempts of the American producers to solve their other problems of production 
have been to no avail in the face of this importation of foreign wool at prices 
below American costs of production, resulting in 43 percent of the wool and lamb- 
producing ewes on the sheep ranches of the United States being sent to the 
slaughterhouse. This in the face of warnings from Government that even the 
national welfare is involved in the decline of the production of wool in the United 
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States. The 1950-51 yearbook of the United States Department of Agriculture 
says on page 489: 

“We want to keep our wool industry vigorous because wool is essential to our 
national health and security; the Armed Forces consider wool a strategic and 
essential material. Domestic wool production, even in peacetime, has never been 
equal to consumption. Normally we produce only from one-fourth to one-third 
of our total requirements. To meet any emergency we should produce at least 
two-thirds of our normal requirements of apparel wool.” 

The United States Senate Joint Committee on the Eeonomiec Report says in 
Senate Document 100 of the 2d session of the 82d Congress on page 1: 

“Our domestic wool clip ‘is averaging only about half’ the rate of production 
required for military use during World War II and ‘the foreign wool which we 
are using today to supplement our domestic production requires shipping over 
sealanes of minimum distances of 5,000 to 8,000 miles. To depend upon imports 
over extended supply lines in time of war is not realistic.” (Conservation in 
Military Textiles, by Dr. Stephen J. Kennedy, Quartermaster Review, November-— 
December 1951.) 

It is self-evident that there is no possibility of building a strong domestic sheep 
industry or even maintaining the welfare of the present industry production so 
long as the market place and market price are controlled by subsidized and 
cheap foreign imports while a good portion of the domestic clip is in the hands 
of the Government under a loan support subsidy program. 


STOCKS OF WOOL 


It is very difficult to secure accurate figures on stocks of wool in foreign 
countries or even in the United States at a particular time. It is estimated that 
the carryover stocks in the world are not large. Nevertheless, the actions of 
various foreign countries because of their desire for American dollars and be- 
cause of the various devices they have been in the habit of using, can injure the 
wool price-support program of our Government. 

Table X (appendix) shows the estimated world supply stocks of virgin wool 
to be 276 million clean pounds, 105 million pounds above the 1951-52 season. 

Table XI (appendix) shows the CCC inventories beginning with June 1943, 
and each June period to date. Again, the Government owns 100 million pounds 
of domestic wool. Because of the rate of domestic consumption, if a favorable 
economie policy on foreign wool imports had been in effect, this stockpile or 
inventory would not now be owned by the Government at taxpayers’ expense. 


WOOL PRICE SITUATION 


The activity in the domestic wool market has been, according to reports, very 
dull for some months, and most official market prices as given by the Depart- 
ment of Agriculture are listed as estimated prices with no sales reported. 

Table XII (appendix) shows the estimated average prices at Boston compared 
with the loan value under the 1953 wool-loan program (90 percent of parity). 
The Boston price as a percent of the loan value as of August 7, 1953, shows that 
in most classifications the so-called nominal price has been in line with or above 
the loan values under the 1953 program. 

Average prices received by producers for wool in the United States for the 
last 12 months (table XIII, appendix) shows that these prices received by pro- 
ducers for the first 8 months of 1952 beginning in August were below 90 percent 
of parity, with the last 4 months indicated in the table slightly above the loan 
value. It, of course, should be recognized that 90 percent of parity for wool 
beginning the marketing season, April 1, was 1s cents per pound less than the 
support level for 1952. 

As stated previously, it is the industry’s position that the selling price policy 
of the CCC (115 percent of the appraised value) on the inventory of 1951 and 
1952 wools has been beneficial in permitting the sale of 1953 wools at the support 
level or slightly above, and it is estimated that perhaps 65 to 70 percent of the 
1952 wools have moved into the regular channels of trade, even though at the 
present time it is reported that approximately 25 million pounds of the 1953 
wools is under either recourse or nonrecourse loan. 
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For some period of time prices of Fine and Half-Blood Australian wools have 
been above the domestic market, which would indicate a lack of activity in the 
manufacturing end of the domestic wool business. It is impossible to state at 
this time the correct relation between the world market and the domestic market 
because of inactivity in both. 

There is no doubt that the present inventory of 100 million pounds held by 
the CCC is a price depressant and certainly should be consumed as soon as pos- 
sible, consistent with orderly marketing procedures. Therefore, it is the 
position of the industry that, until this inventory is properly processed, action 
should be taken to protect against imports of foreign wool which would hinder 
the processing of domestic wool in the United States. 

One of the best-informed market reporters on the wool situation, Mr. A. W. 
Zelomek, editor, International Textile Apparel Analysis, on August 8, 1953, 
had this to say: “It is questionable whether the spread between domestic and 
foreign wool prices can return to more normal levels since there are stocks con- 
sisting of 100 million pounds from the 1952 domestic clip and approximately 25 
million pounds of the current year’s clip in Government hands. The domestic 
outlook, while comparatively favorable, nevertheless will not be able to resist 
any pressure from abroad. Foreign markets will continue to be the greatest in- 
fluence on the domestic price structure * * *.” 


LAMB-PRICE SITUATION 


The price of wool has a material effect upon the price of !xmb. As has been 
pointed out, the rule of thumb for many years has been that approximately 25 
percent of the value of live lamb is in the pelt. This, of course, varies de- 
pending upon the amount of wool on the lamb when processed. In many cases, 
fed lambs are shorn before processing, but in any event the wool taken from the 
lamb, regardless of how or when, is an important factor in determining the 
price paid for the lamb. Therefore, in the consideration of the industry's wel- 
fare, lamb prices with their dependence on wool are of major importance. 

From table XIV (appendix), it can readily be seen that prices to producers 
have decreased materially, from $34.86 a hundredweight for Choice and Prime 
lamb in January of 1951 to $30.22 in January of 1952 to $22.90 in January of 
1953, with an increase from the latter period on August 1 to $24.95. The same 
table shows that prices for domestic scoured pulled wool in Boston, clean basis, 
have gone from $2.95 in January of 1951 to $1.08 on August 1, 1953, or a price 
reduction of 68 percent. 

The industry feels that if a favorable action is taken as a result of this in- 
vestigation, many of the above problems will disappear and the Department of 
Agriculture will be relieved of the headache of disposing of stocks of wool which 
they now have on hand and which in the past have resulted in monetary loss to 
the Government. 

COST OF PRODUCTION 


Official studies from the Bureau of Agricultural Economies for both the 
United States and New South Wales are revealing and demonstrate clearly the 
necessity for protection of the domestic sheep industry. (Table XV, appendix.) 

Labor constitutes about 30 percent of the cost of production of wool 2nd lambs. 
The cost per sheep for wages in the United States in 1949 was $2.57 ; in Australia, 
52 cents. It cost, in 1949, 44 cents to shear a sheep in this country as against 12 
cents for the same operation in Australia. 

Total cash cost per sheep in the United States was $9.87, compared to $1.95 in 
Australia. 

Net return per sheep for management was a minus 44 cents in the United 
States in 1949 compared to $1.98 per sheep for management in Australia. 

Taxes in the United States amounted to 84 cents per head; in Australia 9 cents. 
Feed, fuel, land costs, ete., in the United States were $5.43 per head; in Aus- 
tralia 88 cents. 

Thus, regardless of the efficiency of the domestic industry, and we believe we 
are the most efficient in the world, the difference in the standard of living 
and the cost of production, makes protection necessary if we are to have a strong 
domestic sheep industry. 
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The industry believes in trade between countries to the greatest extent possible 
consistent with maintenance of a strong domestic industry, and on a basis of 
fair and reasonable competition. 

Although it can be shown that parity for wool as now determined is not 
equitable, the industry believes that an equalization fee assessed against imports 
at the parity level would give the incentive to increase the production of wool 
as a vital commodity. 

The industry has studied many plans to protect the industry and the economy, 
including establishment of quotas—as now used for wheat and cotton to protect 
those industries against imports, but because of the need for so many different 
classifications and qualities of wool and because of the desire for our people to 
use all of the wool needed, we believe that an equalization fee at the parity level 
would be less restrictive on foreign trade and would be the best for all concerned. 


CONCLUSIONS AND RECOMMENDATIONS 


The domestic sheep industry endorses the position of the United States Depart- 
ment of Agricul‘ure in the imposition of a fee under section 22 of the Agricul- 
tural Adjustment Act, as amended. 

Although favorable action under section 22 will not solve the problems of the 
domestic wool and lamb producers, such action would be a step in the right 
direction and would protect the Government support program and particularly 
that » ‘rt of section 22 which provides for protection from the reduction of the 
amount of domestic wool processed in the United States. Certainly when almost 
half of a year’s production of domestic wool is in the hands of the Government 
and not consumed as a result of foreign imports, the support program is in 
jeopardy. 

We respectfully submit that it is the opinion of the National Wool Growers 
Association that the application of a fee on imported wools would be the 
desirable method and that such fee should be sufficiently high to cover the level 
of price support, plus the additional accrued charges which necessarily follow 
a support program. We have previously made it clear that such a fee as estab- 
lished under the law would not be enough to encourage increased production 
of the domestic sheep industry, but should be sufficiently high to move domestic 
wools into consumption and to prevent any monetary loss which might result 
from the wool-support program. 

We feel that time is extremely important and that every effort should be made 
to ascertain the facts and act upon them as soon as possible. Favorable action 
would save the Government time and money and would have a beneficial psycho- 
logical effect on the industry. Action by foreign governments and rumors of 
action to be taken are detrimental. Therefore, fast action on this problem is 
imperative. 

APPENDIX 


TABLE eee shorn and wool production, 1942-53 

rT ee 

Number sheep | 
shorn 


Production 
shorn wool, 
grease basis 


Number sheep 
shorn 


| 

Production 
shorn wool, 

| 


grease basis | 





| Thousands Thousands 
Thousands | pounds | Thousands pounds 

49, 287 388, 297 | ata 28, 649 231,770 

47, 892 378, 843 || 1949__._.. 26, 382 212, 899 

= 43, 165 338, 318 || 1950. _- 26, 387 | 215, 422 
38, 763 | 307, 976 95 Gaal 27, 357 225, 545 

34, 647 | 280, 908 952... ‘ 28,172 | 232, 373 

30, 953 251, 425 5s . 27, 857 | 229, 292 





Note.—This chart shows wool weights based on weight at the time of shearing. This is called grease 
basis because it still contains grease, dirt, ete. When cleaned, weights shrink 50 percent and more. Some 
charts included in this statement use “‘grease basis’’ and some use ‘‘clean basis’’ as terminology changes at 
cleaning stage of preparation. 


Source: U. S. Department of Agriculture, Bureau of Agricultural Economics. 
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TABLE II.—World imports of raw wool 


{Actual weight, million pounds] 


























Average 1935-39 | Average 1946-50 1951 Percent of world 
— ] — T — _ — | — Pr 
Rank |Amount) Rank |Amount) Rank |Amount) 1935-39 | 1946-50 | 1951 

| | 

P re F } 
United Kingdom (1) 629 (2) 557 (2) 507 27 21 22 
UGE Li on titted tinh sok «@ 403 (3) 466 (3) 354 17 17 15 
ar ooll, Ul 260 (6) 137 (7) 108 | ll 5 5 
Belgium Pisbcume bape ea (4) 226 (4) 219 (5) 126 | 10 8 6 
United States_...... sibecidie (5) 225 (1) 776 (1) 555 10 29 24 
I. sata bien sit <tnide diab (6) 188 (9) 28 (4) 120 8 1 5 
bees, eae camel tat 79 (5) 178 (6) 119 3 7 5 
Wee WG. A ii cbeubancadeens (8) 68 (8) 43 (9) 42 3 2 2 
PE vin cnitinntnbtigtehita itil (9) 46 7) 48 (8) 50 2 2 2 
Total above. _.....-.--|...---- meme cts. blab be ess 1, 981 91 | 86 
Total world........-..- Seca RIDE Sint OU Beets | 2,201 | 100 100 | 100 














Norte.—The United States has virtually tripled the share of wool it has imported from 10 percent in 1935-39 
to 29 percent in 1946-50. In 1951 it imported \ of the world’s supply of wool. 


Source: Woo] Bureau, Inc., from Government sources. 


Taste IlI.—Percentage of various grades of dutiable apparel wool imported 
from various countries based upon 12 years (1940 through 1951) 

















{Percentage} 
ay ‘ ae ay | l 
J , Not finer | 4y). , ’ vo| . Finer Total 
Country of origin than 40’s | 40'S to 44’s 44’s to 56’s than 56’s percent 
deniencttaiel Llc pease 
ate | | | 
Pe o cteensctieti le ab webebea ec 27.0 | 10.0 } 28.0 | 35.0 | 100.0 
TE iid ht bk lids pe bkcbdns boiled | 1.0 | 3.0 29.0 | 67.0 100.0 
EE IL on anne dcaiselatoumiontriameial 3.0 | 22.0 60.0 | 15.0 100.0 
Union of South Africa..........-...-.---- 5 | 0 1.5 98.0 100.0 
Australia. . Fesseseatensd. techie "5 | 5 | 3.0 | 96.0 | 100.0 
All other countries..................-...- -| 4.0 3.0 


46.0 | 47.0 | 100.0 
| | 


Source: Materials Survey, 1952; Apparel Wool, USDA; and Weekly Review of Wool Statistics, USDA. 


TaBLe 1V.—Dutiable apparel wool imports into the United States for years 1940 
through 1951 (12 years), by grades 











Number of Percent of 
Grades clean pounds | grades 
Not finer than 40’s _ . 244, 843, 400 6.7 
40’s to 44’s__._....... 154, 949, 500 4.2 
44’s to 66’s__........-.. mis 677, 719, 000 18.5 
FN Gk dis ccttaincacnencusppndivcvatnnedsscudactnivtitatisbioass | 2, 587, 578, 100 70. 6 
Tin cmdkconacinncegdnepbadadiehtassncnndenianensennnamumidet tl 1 3, 665, 090, 700 100.0 


1 Yearly average: 305,424,200. 


Source: Materials Survey, 1952; Apparel Wool, USDA; and Weekly Review of Wool Statistics, USDA. 
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Tasie V.——General imports of wool tops inio the United States—Principal 
countries, 1949-52 


[Thousands of pounds] 





Index 1949=100— 


percentage increase 
Countries 


| 1950 | 1951 | 1952 





| 1,319.4 | 6,146.7 | 92 | 478 | 2,226 
113.7 | 1,654.8 | 1,425 | 100 | 1, 455 


Uruguay | 5, 647 
France s 
United Kingdom... 781.4 361. 378 296 137 | 
Belgium-Luxembourg al a 11.6 673. 383 32 | 1,850 | 
Union of South Africa. poe 57. 200. § 349 | 
Argentina._ ‘ ES 2, 659.0 | 3,945.6 | 712 1, 057 
West Germany bok a ’ 7 | 16.3 | 62. Ill | 424 
All other javvonhs a 


| 1,932.1 | 5,706.9 |13, 474. , 845 | 295 | 











697 1,027 


Source: Wool Bureau, Inc., from Government sources 

Examination shows that wool-top imports were over 10 times the 1919 volume. 
were 1.1 percent of domestic production of top. In 1952 such importation constituted 11.8 percent of 
domestic production. This, of course, displaces domestic wool. 

National Association of Wool Manufacturers state “‘woolen exports ta United States have jumped 642 
percent from 1948 to 1952, while worsteds in the same period have gained 306 percent.” 

1. Imports of woven woolens and worsted fabt ies in 1952 reached a 30-year peak of 24 million square yards. 

2. Imports of wool tops rose from negligible quanti’ ies in 1947 to over 23 million pounds in 1952 

Why our interest in imported wool top, woolen and worsted fabrics? Because the domestic manufacturer 
*s the domestic wool’s only customer and the import tion of such commodities not only takes away jobs for 
American workers, but displaces the use of domestic wool, 


In 1949 wool-top imports 


TasLeE VI.—Production of wool, grease basis, chief producing countries, average 
1934-38, annual 1952 


Average 1934-38 1952 


Country 


Production 


Percentage 
of total 


Production 


Percentage 
of total 





Australia.............-. 
DIRE. 6 intbiins cnend 


New Zealand 
Soviet Union 


United States.......-....------- 


British South Africa 


Seti tiennawnawinetninn aie . comes 


Million 

pounds 
995 
370 
299 
240 
425 
239 
118 


Es diaciesccdeipundeadanasd . 


Souree: Technical Bulletin No. 1041, tT 


reports of the Commonwealth Economic Committee. 





Percent 
26. § 





Million 
pounds 

1, 160 

420 

415 

325 

260 

230 


Percent 


a) 


perenssh 
So 


Non @ 


| 


3 
So 


S. Department of Agriculture, October 1951 (table 2, p. 6) and 
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TABLE V 





consumption of wool, clean basis, by chief consuming 
countries, average 1934-88, annual 1948 














Average, 1934-38 | 1948 

Country | ye ee 

Consump- | Percentage | Consump- | Percentage 

tion | oftotal | tion | of total 

| Millions of | Millions of 

pounds | Percent | pounds Percent 
United Kingdom _..._-_. Shale SD dbwinde | 440 21.5 | 440 18.1 
United States. J * el ¥ | 344 | 16.8 | 693 | 28.5 
France........... s rate bandas Eee 229 11.2 | 278 11.4 

Germany: } ee ave ae a mu 
PED ONO irctigswy depcaheraks duncces | 132 | 6.4 | 82 3.4 
Soviet Zone. - 55 | 2.7 | 22 | 9 
Mets .<:;.- a ee 187 | 9.1 | 104 4.3 
Soviet Union | 154 | 7.5 | 132 5.4 
Japan... Riciitaihp Jisintieinietiinainiaaiiets aa 110 5.4 | 24 | 1.0 
Italy : pnd aed 68 | 3.3 | 104 4.3 
Belgium ___- aa on 62 | 3.0 | 66 ay 
Other countries - - -- La ere ue ee me | 456 | 22.2 580 24.3 
Estimated world total Me Jos ts Jems 2,050 | 100.0} 2,430 | 100.0 
. ' 





Source: Technical Bulletin No. 1041, U. 8. iaieeindtica of peeisiinie: October 1951 (table 4, p. 7). 


TABLE VIII.—United States production, mill consumption, and imports for 
consumption of raw wool, average 1935-389 and 1947-52 


peianen, of pounds, clean ba 








| Weise: Consumption | Imports | Imports as 

Year | tion (all | —- a ree ae 

apparel) Total Apparel | Total | Apparel | tion, apparel 

| | 
soak a zs fp : ; 

1935-39 7 | 377 | 281 152 | 56 20 
1947 Pe eee 153 698 | 526 399 | 259 49 
1948.__. oomats ate 137 693 | 485 479 | 246 51 
DN cecal ehh Mins sins an ; 120 500 | 339 273 | 155 46 
Secs 3. -+b ..- DbboLUe., ... co dlekoe 119 635 437 467 250 57 
DR vcissacene stil : 118 484 382 | 361 72 71 
iia aaa iad cine cece } 123 «| 347 | 368 249 72 








Source: Wool Bureau, Iné., from Government statistics. 


TABLE IX.—Changes in wool economy, consumption of carpet and,apparel wool 








| United reludin 
. Jnitec excluding 
| World States United 
States 
— ssiiitaaaiahcai wats 
1934-38, average: | 
Consumption, millions of pounds, clean.....-..........-.-- | 2,058 | 330 1, 728 
Population, millions _- oo ES moe 2, 133 | 128 2, 005 
Per capita consumption, pounds--..........-- encnngcinn’ 0. 96 2.6 0. 86 
1946-52, average: 
Consumption, millions of pounds, clean i oe 2, 402 601 1, 801 
Population, millions... ‘ . se | 2, 377 | 149 2, 228 
Per capita consumption, pounds Revisit ioe vine] 1.01 | 4.0 | 0. 81 
Percent change, prewar to postwar: | | 
Consumption, percent ........... a ee Se +17 +82 +4 
Population, percent_._-. oan ne +11 | +16 +11 
Per capita consumption, percent. lala pimeieniine’ +5 | +h —6 


Source: Wool Bureau, Inc., from Government sources, 


iii eet Nt a a) 
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TABLE X. supply stocks of virgin wool 
{Millions of pounds, clean basis] 
2 rf 5 | 
At beginning of season 1945-46 | 1946-47 | 1947-48 | 1948-49 | 1949-50 | 1950-51 | 1951 -52| 1952-53 
a ——_—_—_— ——----—- —-—-— —- ————-- ~ ——— | — SS eee | —— 
Joint organization - -- 1,780 | 1,027 809 576 304 s4 dias 
United States Government ! | 175 240 220 70 | 55 | I nittels’ scans shila haenedi 
United Kingdom Government (Brit- | 
ish wool). .-.-. Pebonnes ool 50 21 7 7 6 5 7 ll 
pioewlihes <b 35. } be u az \f 175 50 80 200 
Uruguay - - --- 250 70 70 5 \ 2! 5 | 10 65 
Excess carryover in Australia, New | } } | 
Zealand, and South Africa... __- 225 |} %70) 
Total..... | 2,255 | 1,358] 1,106 708 590} 149] 171] 276 
Net change in ary stocks | | 
during season. —897 | —252| —308| —118| —441| +22] +105 | 
1 Excluding strategic reserves. 
2 Allin Australia 
’ Allin New Zealand. 
Source: Commonwealth Economic Committee and United Kingdom—Dominion Woo] Disposal, Ltd.— 
as reported, Foreign Agriculture Circular, OFAR—USDA. FW1-53, Feb. 3, 1953. 
TABLE XI.—Wool: COC inventories, June 1943 to date 
[Millions of pounds, actual weight] 
Inventory ye | 
tatiana | \iilipetitinaiuidaiaee tae 
Quarter | Total! Quarter Total ! 
Grease | Scoured Grease | Seoured | 
wool | wool | wool | wool 
cin tachment NI I i | et 
1943: June... 7.9 | 0.1 | 8.0 || 1949: June 103. 0 41.0 71.5 
1944: June-_- 216. 1 14.6 | 230.7 || 1950: June- a .3 5 
1945: June... -_-- 298. 8 20.1 | 318.9 || 1951: June. ‘ peamipene 
1946: June--_--- sii 443.3 | 34.6 | 477.9 || 1952: June *- <natindiianinet ” 
1947: June... -- 365. 5 | 42.9 408. 4 1953: June. 04.4 6.3 100. 7 
1948: June-..-- 103. 0 | 45.3 148.3 i | 
I } 


1 Does not include unclassified or paciipiatesd wool. 
? Program changed from purchase to joan program. 


Source: Commodity Credit Corporation charts, U. S. Department of Agriculture, Production and 
Marketing Administration, December 1951 (table 25): CCC Inventory June 30, 1953. 


TABLE XII.—Clean wool prices and their relation to 1953 loan values 


| Estimated 


average =| Loan val- | Boston 


| 
price at . q 
Grade Boston, ue, 1953 Price, per 








oak enj. | WO0l loan cent of 
eee program | loan value 
| 7, 1953 
” GRADED TERRITORY WOOLS | 
ne: | 
Gd. Fr. combing and staple___........- nareats odigegtanbaicnaltel $1. 725 | $1. 63 105. 8 
Average and Gd. Fr. combing !. : Sadia gincen 1. 575 1. 57 100. 3 
Sheared Fr. combing and clothing !_ iesdesnduhccbuaas ow 1. 525 | 1.42 107.4 
One-half blood: | 
Gd. Fr. combing and staple nee etna mints niey ol 1, 525 1.49 102.3 
Average Fr. combing !_.....-..-.--- cGuphuncebetadietieds ae 1. 475 | 1.34 110. 1 
Three-eighths blood: 
Gd. Fr. combing and staple___- — ee a 1. 325 | 1,29 102.7 
Average Fr. combing !..........--- Tere: scat heii ed denice 1.20 | 1,19 100.8 
One-quarter blood: 
Gd. Fr. combing and staple___----- ines vadbclvdaboreces -| 1, 225 1. 20 | 102.1 
Average Fr. combing !_......------ a §<54eee be dae | 1. 125 | 1,04 108. 2 
Low quarter blood !_____--...----.-- cuaaeiiednne nai teas ah 1. 025 1.06 | 96.7 
Common and braid !__.............- peoue Sedeeneatnn . 975 | ney 95.6 
} 





1 ‘1 Estimated price—no sale reported. 


Sources: Weekly Review of the Boston Wool Market, week ending Aug. 7, 1953; U. 8. Department of 
Agriculture, Boston, Mass.; 1953 Wool Loan Program, Schedule of Loan Values for Domestic Shorn Wool, 
U. 8. Department of Agriculture. 
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TABLE XIII.—Average price received by producers for wool, United States, by 
months, August 1952-July 19538 





| 
| Average 
| price re- 
ceived by 
|producers 


Prices as | 
| @percent || Midmonth 
of parity 


Prices as 
| a percent 
of parity 


| Average 

price re- 
| ceived by | 
[producersy 


Midmonth 


| Cents per | Ps 
| pound | Percent || 1953~Continued | 
ER cncistennncnaetite | 52.0 87 || 
Septem ber___.._..._._-.-| 50. 4 85 
ER «+ nbonccsdncedt 50. 4 | 86 
Novem ber 49. 85 
eae 49. 85 || 
ef 


(1) 


Percent 


1953— 
6l. 


1 Not aemouned oui vulbinal revision of 1952 midmonth price estimates. 
Source: Agricultural Prices, Bureau of Agricultural Economics, U. 8. Department of Agriculture. 


TABLE XIV.—Domestic scoured pulled wool prices at Boston ,average lamb prices 
at Chicago, and western dressed lamb prices at New York 


Prices, 
domestic 
| scovred : 
| pulled Chicago average lamb lamb 

wool, prices, Choice and prices 

a Prime New York 
(clean Choice 
basis) 


Western 
dressed 





Per pownd 
95 | $34.86 (wooled) -.- 

95 | $38.70 (wooled) -_. 

15 | $32.00 (spring) -_. 

55 | $31.48 (wooled) .. 

53 | $30.22 (wooled) _. 

23 | $29.25 (wooled) _! 

28 | $30.15 (spring) ....- 

03 | $25.18 (wooled)-.._._- 
04 | $22.90 (wooled)_____. 
O08 | $23.48 (wooled) 

08 | $26.45 (spring) 

08 | $24.95 (spring) .--.__. 


1951—Jan. 20___ 
BOP. Po ccm 
July 14....... 
Oct. 90...... 

2—Jan, 19..._. 

Apr. 19... 
July 19_... 
i = 

1953—Jan. 9 


July 10__.- 
Aug. 1 


$2 
2 
2. 
1 
1, 
x. 
1, 
1 
1. 
1. 
1. 
1. 














Source: Official Government statistics. 
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TABLE XV.—Comparisons of sheep operations in the intermountain region of 
the United States, 1949, and in New South Wales, Australia, for 1948—49* 


CASH AND NONCASH COSTS PER SHEEP (EXCLUDING OPERATOR’S LABOR AND 
CAPITAL COSTS) 


|United States} Australia 





Cash costs: 
Wages and contracts____...-.-.-- 
Shearing and crutching._- 
Materials okelewe 
Stock charges... .- 
Rates and taxes 
Insurance pieSubvadsonaleewed 
Wool selling costs___- bared d 
oo nit Tay weianet> Wnalianetin 
M iscellaneous expenses. 


Total cash costs. -.-.....-. 
Noncash costs: Depreciation 


Total cash and noncash costs -__--.-.-- 








NET RETURNS PER SHEEP 


Gross returns 
CRI Si cicncanncess 


Net income feb awuseteccoded 
Less 4 percent interest on capital. --- ; 32.00 
Less operator‘s labor 31.56 
Return to management per sheep ‘ siege oars —.44 
—— SS  ——SS—S——E—S_ 


Percentage return on dollar invested to management--_--..................- -1 12. 





1 Source: Commercial Family-Operated Sheep Ranches, Intermountain Region, 1930-50, by H. R. 
Hochmuth, Agricultural Economist, U.S. Department of Agriculture, Bureau of Agricultural Economics, 
Washington, D. C., May 1952; Agricultural Information Bulletin No. 85; Merino Wool Growing, Bureau 
of Agricultural Economics, Department of Commerce and Agriculture, Canberra, A. C. T., 1951. 

2 Actual cost, $2.53. 

3 Allowed same amount for operator’s labor as paid sheepherder in United States ($2,400). 

4 Australian study allows £350 per annum ($777) for operator’s labor. 


STATEMENT oF J. M. Jones, SECRETARY OF THE NATIONAL WOOLGROWERS ASSOCIA- 
TION AS AN ADDITIONAL STATEMENT ON BEHALF OF THE NATIONAL WOOLGROWERS 
ASSOCIATION BEFORE THE UNITED STATES TARIFF COMMISSION GF INVESTIGATION 
No. 8 UNDER SECTION 22 OF THE AGRICULTURAL ADJUSTMENT AcT AS AMENDED; 
PREPARED FOR SEPTEMBER 1, 1953 


Mr. Chairman, due to developments within the past 24 hours in connection 
with this hearing and the material presented and contemplated for presentation, 
the National Woolgrowers Association requests permission at this point to 
present a supplemental statement to the testimony presented yesterday. 

Gentlemen of the commission, yesterday the woolgrower representatives of 
the recognized organizations came to this hearing under some misapprehension. 

The Department of Agriculture had dealt with us so realistically, and pre- 
sented the need for additional tariff duty, or fee, so realistically, that the wool- 
growers were caught completely offguard when the Department requested an ad- 
ditional import fee under section 22 of the Agricultural Adjustment Act of 7 
cents a clean pound of wool. 

One year ago the Department of Agriculture requested that a 16-cent addi- 
tional duty be imposed on wool to prevent having to take over a stockpile of 
wool which would be a depressant factor on the domestic market and damage the 
attempt of the Department under the support program to channel the domestic 
wool production into the normal domestic channels of trade. 
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No action was taken on that hearing and now almost 1 year later the De- 
partment of Agriculture, with nearly 100 million pounds of 1952 clip wool in their 
stockpile, under the exact conditions prophesied by the Department and the pro- 
ducing industry, comes back into the hearing and requests action by this Com- 
mission. They did not this time ask for a flexible duty but instead one which was 
supposed to solve the entire problem and this time, even with 40 percent of last 
year’s crop in the warehouses, with 28 million pounds of the 1953 clip under sup- 
port loan of one kind or the other, with the Southern Hemisphere preparing to 
sell a new clip, and from 30 to 35 percent of the 1953 domestic clip unsold, they 
requested 7 cents a clean pound additional duty This means about 3 cents a 
pound grease additional protection from imports. 

We frankly were stunned by the request. If you will recall yesterday’s 
testimony, it was announced simultaneously with the announcement of a new 
selling policy for the wool stockpile. 

Now we admit that both announcements caught us offbase and that is why 
I ask you to bear with me while I explain this request for an additional state- 
ment today. 

The action obviously was based on sales figures of the Bureau of Agricultural 
Economics. I think the point was made yesterday that these figures were at 
best estimates and in no way were, or should be considered as an offered price 
for the domestic clip. Therefore, we do not believe the Department can justify 
the figure of 7 cents a clean pound as sufficient protection to the support program. 
Nor would it permit the orderly marketing of the stockpile at this point. 

In the sale of that portion of the 1953 clip which has gone to market, much 
of that wool went at or below support prices. Woolgrowers have sold rather 
than become involved again in the redtape and problems of such a program. 

Perhaps an indication of how the BAE can miss with its estimates in the 
sheep industry, by June of this year, we had slaughtered more lambs than the 
BABE estimated the industry had for slaughter for the full year. That did not 
mean their estimate was wrong based on past figures, it meant that the economic 
position of the sheep raiser was so bad that many of them were selling off ewe 
lambs they normally would have kept for flock replacement. 

Less than 2 weeks ago we held the 1953 national ram sale in Ogden, Utah. 
Compare these figures. Two years ago the average price for Rambouillet rams 
was greater than $300 per ram sold. This is the foundation breed for good wool 
production in the United States. Last year, after the big decline in wool prices 
the average Rambouillet ram price dropped to a litle over $130. This year the 
average price of the best Rambouillet rams in the United States was $56. There 
is no better indication of the profitableness or loss position of the wool business 
than what the grower will pay for rams to build their herds and improve 
their wool. 

Much has been made of so-called world market figures which actually were 
based on figures at which the Australian auction closed last season and not 
actual sales. In reality it has been South America wools which have been the 
most depressant factor on our domestic markets for the past 2 years. The 
Treasury Department did invoke countervailing duties against subsidized 
Uruguayan wool tops this spring but said that with numerous and various rates 
of currency exchange prevailing on exports including raw wool shipped by 
Argentina and Uruguay they could not determine if actual currency manipu- 
lation subsidies were being given. Nevertheless, those wools have come into the 
United States and depressed the market here and there is no indication they 
will not be shipped this year and sold at prices which will damage this support 
program. In fact quite the contrary. We believe the Department and this 
Commission, must take that fact into consideration in setting a required duty 
for protection under section 22. 

We do not see the logic of the Department’s position of taking those BAH 
figures alone which they said showed the need for a 6-cent additional fee 
through July of this year, and then in the latest month, August, showed a need 
of 8.4 cents, just splitting the difference and asking this Commission for a 7- 
cent fee. 

The woolgrowers came to this hearing primarily to support the position of 
the Department of Agriculture until they proposed their formula of only 3-cents 
per pound protection for wool on a grease basis. 

Since then frankly, we have sharpened our own pencils and with our knowl- 
edge of conditions and the industry have developed these figures which we believe 
to be reasonable and which we feel not only justify the imposition of an addi- 
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tional 12 cents per clean pound import fee but make that 12-cent figure the very 
minimum action which could be taken by this Commission if they recommend 
action under section 22. 

The actual charges against this stockpile wool which must be disposed of in an 
orderly fashion, the cost to the Government up to actual sale above the loan 
figure cannot be figured at less than 4 cents per grease pound. This includes 
storage costs, which have been adding up for 6 months. It must necessarily 
include the continuing storage cost until all of the wool is disposed of. Under the 
new selling policy much of this wool will move rapidly into market if sufficient 
section 22 protection is given at this time, but even so it will be well into 1954 
before all of this wool can be moved. There are freight costs and part of this 
4 cents is the 1 cent a pound selling commission which the Government will pay. 

Then in any program as big as this, spread out across the Nation, there are of 
course other risks which it will easily take an average of 1% cents a pound to 
cover. These include such things as moth damage and deterioration. Of course 
there have been some faulty appraisals, not many we believe, but which must be 
protected against in the overall program which is quite complicated with dealer 
licensing, warehouse inspection problems, and so on. 

Speaking now on behalf of the overall Allied Wool Industry Committee, com- 
posed of the National Wool Growers Association, the National Wool Marketing 
Association, the Western Wool Handlers Association, the Texas wool warehouse- 
men and the domestic segment of the Boston wool trade, our best figures and esti- 
mates show it will require a protection of 5% cents per grease pound. Trans- 
lated into clean wool import fee that is a minimum of 12 cents. 

The Commission has before it certain confidential figures on costs provided by 
the Department of Agriculture which we, of course, have not seen. We urge if 
necessary this Commission go into executive session with the Department of 
Agriculture representatives using those figures and see if the figures we have 
offered are not more nearly accurate than any figures revealed in open hearing 
here by the Department to justify its request for only 7 cents a clean pound 
additional duty on wool imports. 

The domestic wool producing and handling industry believes definitely that 12 
cents per clean pound is the minimum additional duty which can properly be 
recommended by this Commission under the intent of Congress in the enactment 
of section 22 of the Agricultural Adjustment Act giving to this body authority to 
recommend to the President the imposition of duties or quotas in order to prevent 
imports damaging support programs. 

We believe under section 22 such action mandatory when this body finds such 
damage is being done, regardless of foreign trade policies of administrations, 
other commodity groups, or other nations. The only discretionary powers we 
find under the law, if this Commission finds damage being done, is in the required 
amount of protection, and the power of the President to agree or not with this 
Commission’s finding in acting thereupon. 

Further, the domestic wool industry feels that this body, constitutionally 
an arm of the Congress, should take cognizance of the concern of the most recent 
session of Congress over the plight of the American wool growers under stress 
of import competition. We do not feel it necessary to enter as an exhibit the 
Congressional Record of Thursday, July 2, of this year, but do earnestly urge 
that each member of this Commission read, or reread, that record of Senate 
debate on the extension of the Trade Agreements Act. We believe you will find 
there ample evidence that the Congress is aware of the problem of the wool 
growers, knows that protection is needed immediately for the domestic industry 
under section 22 and primarily because of wool imports passed an amendment 
permitting administrative action by the President imposing duties or quotas to 
protect such agricultural programs while this more deliberate body is studyng 
the problem. 

I would like to place in exhibit here a copy of a letter from Mr. John H. 
Davis, Assistant Secretary of Agriculture who testified here yesterday, addressed 
to the Allied Wool Industry Committee August 21. In it, the Department 
rejected a request of the domestic wool industry for such emergency administra- 
tive action. 

The main reason given in the letter was that this particular hearing was 
less than 2 weeks away and such action would in effect prejudge your own find- 
ings. We feel this makes more necessary than ever a prompt and sufficient 
protective action recommendation by this body in conformity with the intent of 
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Congress as expressed in the debate on the passage of the trade agreements ex- 
tension action last July 2 in the Senate. 

Mr. Chairman, with your continued indulgence for a very brief period longer, 
the domestic wool industry would like to bring before you one further point. 

On page Al0 of the Evening Star newspaper as distributed in Washington 
yesterday afternoon appeared a story reputedly quoting from a statement pre- 
pared by Senator Kennedy, of Massachusetts, for filing before this Commission 
in connection with this hearing. 

We feel somewhat inadequate in commenting upon this because in the first 
place we do recognize this body as an arm of Congress and we do recognize the 
right of a Member of Congress to comment pro or con, on actions by this Com- 
mission or any agency of the United States Government. The wool growers have 
not attempted to try their case in the newspapers before presenting it to this 
body and do not propose to do so. We wonder if there will be an opportunity 
to question the author upon his sources of information and allegations. 

We feel that perhaps the charges quoted as in the Senator’s brief important 
to this hearing for it says that the Department of Agriculture has made no 
serious effort to dispose of the wool which it now holds under price-support 
program. 

The Department stated yesterday that they had actually priced the wool high 
enough to hold it off the market in order to permit as much as possible of the 
domestic 1953 clip to be sold, and domestic producers have testified that this 
was a very beneficial action under the support program. 

There is the further charge that the Department has overappraised the wool 
in the stockpile with the clear implication that it is all or nearly all so over- 
appraised according to grade and staple. This statement the woolgrowers chal- 
lenge. We readily state that without a doubt some instances of overappraisal 
can be found but we just as surely state from the complaints we have heard from 
growers who received their loans based on these appraisals that there are also 
cases of underappraisal. 

Recognizing that the Department has not attempted to sell the stockpile wool 
at prices in competition with other wools as graded by sellers and buyers, we 
would remind the Commission that the newly announced sales policy of the 
Department will quickly determine whether buyers actually believe there is such 
overappraisal or just use such statements while there is no buying going on in 
a propaganda attempt to force the price down. 

Only actual sales or refusals to buy can determine that and it is the opinion 
of the growers, suspiciously perhaps, that such circulation of information which 
actually gets to a United States Senator, is for the most part propagated by those 
who hope to get this stockpile wool as cheaply as they can buy it. However, we 
do call to the Commission’s attention that such statements at this time can- 
not be based upon any factor except the judgment of those who handle only 
imported wool, or for the most part buy imported wools for processing as cheaply 
as possible. 

With these facts before you, the domestic woolgrowing industry feels this 
Commission can and will give a prompt protection action recommendation under 
section 22. 


EFFECT OF LOW TARIFFS ON DOMESTIC WOOLEN INDUSTRY 


Mr. Franxurn. Senator, could I add here a factor that I think is 
rather important in considering any type of protection of the domes- 
tic producing industry as an essential industry? We feel that this 
must go on to protection of the textile industry, which is our market, 
and that we cannot stand by and see the textile industry destroyed 
by imports any more than we could our own, and expect to have any 
industry here. 

The increases that are coming in wool textile imports are becoming 
a very vital factor because they compete with us in fabrics just as much 
as in raw wool. We think it essential in any consideration of the do- 
mestic industry, it must be all the way through to textiles. 

Senator Martone. You are talking about the principle of protection ? 

Mr. Franky. Yes, sir. 
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Senator Matonr. Just imagining something that probably could not 
happen, if all textiles were imported, there would be no use for domes- 
tically produced wool at all. To the extent, then, it follows, that it 
is cut down through imports, it does injure your chance of a market. 

Mr. Jones. That is correct. 

Senator Matone. There has been a kind of peculiar situation de- 
velop throughout the Nation. I do not know that it is peculiar when 
you consider the ramifications, because we have set up the Secretary of 
State as the final executive, and it has meant that the Secretary of 
State under our method of procedure is the final judge as to the amount 
of the tariffs or import fees, or whatever these trade agreements will 
provide, and they may hear testimony and they also may disregard the 
testimony if they think the national interests or their international 
benefits are greater than the community interests or State interests. 

I am forced to that conclusion from the testimony offered here and 
from watching the procedure on the Senate floor for 7 years, and on the 
House floor, where attempts have been made by certain industries 
frankly to protect themselves. 

The representative of an organization in the zine business in the 
West called me when he was trying to get a tariff on zinc and lead, and 
I said something about the cattle and wool business, and he said, “Well, 
this is the situation with me. I am just not in business if I do not get 
this protection. ‘The Congress and the executive department have es- 
tablished a policy, and while I would like to see the policy changed, I 
have no time to attack the policy. I am trying to exist.” 

That is what you are saying ? 

Mr. Jongs. Yes, sir, that is our position. 

Senator Matone. That is the reason you had your special bill. 

Mr. Jonrs. Yes, as did the lead and zine sieiie. 

Senator Matone. Many organizations—and the wool textile people 
were no excepion, although I have seen no documents in that regard— 
went so far as to ask for additional tariff protection for their own in- 
dustry and less protection for the wool industry. 

Mr. Jones. Let us assure you we are not in that position. We rec- 
ognize their need for protection. 

Senator Martone. I believe I can see how they may have reached that 
frame of mind, because the law is there, and Congress has no authority 
to adjust tariffs and import fees now without direct legislation, which 
to that extent would take the power away from the executive. 

Mr. Jones. That is right. 

Senator Martone. Therefore, they are trying to slip through and 
protect an industry and investors who have to be protected or they 
lose their money, and they may think they have a better chance of 
doing that than to change the entire principle. If they take in too 
much territory, they may not succeed. They may think that. 

Mr. Frankurn. Senator, I think there is one factor which has 
caught us particularly, and other industries, too, in this kind of situa- 
tion, by the executive having this particular authority. It turns out 
that whatever is the strongest department—and it has been so far the 
State Department—is able to set patterns. For instance, the Congress 
has established these minimum wage laws, they have established 
social security, they have established agricultural programs, all de- 
signed to build and maintain the standard of living in the United 
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States. Then through negotiations otherwise, they have circumvented 
that through attempts to look at the picture from the international 
viewpoint rather than on the level that Congress established for rais- 
ing our standard of living. 

We think it is time for Congress to resolve the conflicts between 
these, say, agricultural support programs on the one hand and the 
cheaper imports on the other, the foreign trade policy. 

Senator Maronz. In other w ords, you can see that we have priced 
ourselves out of the market as far as our commodities are concerned, 
and the only way you could sell a bushel of corn abroad and for the 
producer to get a profit or to come out even would be for the Govern- 
ment to absorb the difference between his costs and ‘nat little profit 
that he might demand, and the selling price abroad. 

Mr. Jones. That is correct. 

Senator Matonr. Wheat is in the same category; cotton is in the 
same category ; tobacco is in the same category. So what you are say- 
ing is that on the one hand we build our standard of living and higher 
wages and talk about it and wish for it, and what we are actually doing 
tears it down. 

Mr. Jones. Yes, the conflict is that great. 

Senator Martone. It tends to tear it down. Formerly, we could 
get the money from the taxpayers to make up the difference and throw 
a new industry, a housing project or some war industry, into a com- 
munity that was hurt, and that has been a promise that they would 
do that whenever they could; and now they have said that they will 
set up training institutions and train men for other jobs. 

So the same people in some cases are talking out of both sides of 
their mouths and different departments are advocating different things 
that do not make very much sense. That is your contention ? 

Mr. Franxkurn. That is right. 

Senator Martone. You believe that there should be a principle 
adopted as has already been adopted, as a matter of fact, in the 1930 
Tariff Act. The 1930 Tariff Act in section 336 says, in effect, that the 
Commission can take up any one of these commodities on its own mo- 
tion or on the suggestion of several other organizations, including 
one or both Houses of Congress, the President, or just anyone in the 
business, and investigate the differences in the cost of production of 
any domestic article and of any like or similar foreign article. In 
the course of the investigation the Commission shall hold hearings. 
But when they find a difference in the cost of production of this do- 
mestic article and any like or similar foreign article, then they recom- 
mend that that become the tariff. 

Mr. Jones. Yes, sir. That section, however, is not applicable today 
because of the trade agreements. 

Senator Matone. That is true, on account of the trade agreements. 

With this new factor injected that Mr. Coleman and his special com- 
mittee add up to be the “total national interest” rather than the inter- 
est of any community or State or any certain area in the United States 
built up through competition or, as some say, the “total international 
interest,” there was some testimony this morning that they thought 
there was a move to equalize the living standard of wages throughout 
the world through free trade. 

If you take the international interests or the total national interests, 
it disregards entirely section 336 of the 1930 Tariff Act. 
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Mr. Jones. Yes, sir. 

Senator Matone. Under the amendment to that act of 1930, the 
amendment of 1934, section 350 (a) outlines other factors that they 
can take into consideration, which amounts to a political factor if 
they consider the overall economic interest, and authorize the Presi- 
dent, if he believes it should be done— 

To enter into foreign trade agreements with foreign governments or instrumen- 
talities thereof ; and 

To proclaim such modifications of existing duties and other import restric- 
tions, or such additional import restrictions of such continuance, and for 
such minimum periods, of existing customs or excise treatment of any article 
covered by foreign trade agreements as are required or appropriate to carry out 
any foreign trade agreement that the President has entered into hereunder— 
meaning that the State Department can be designated to make these 
trade agreements. 

That is the act which expires on June 12, 1954, which your National 
Wool Growers Association asks be not extended. 

Mr. Jones. That is correct. 

Senator Matonr. We passed it in 1934 and extended it for 3 years 
each time upon its expiration, until 1951 when it was extended for 2 
years, and this year extended for 1 year. 

So, then, you take a little broader view of this situation and believe 
that any industry should be treated the same, that all industries should 
be treated alike on the basis of fair and reasonable competition under 
section 336 of the 1930 Tariff Act, which would again become effective 
if the 1934 Trade Agreements Act is not extended ? 

Mr. Jones. That is our understanding and our position. 


OVERALL ECONOMIC EFFECT ON THE SACRIFICE OF THE WOOLEN INDUSTRY 


Mr. FRANKLIN. Senator, to add to that just a little bit, we feel that 
if you just protected the woolgrowing industry, we wouldn’t have 
very much of a market left, by pulling down the standards of living of 
the other people. That carries through to the fact that Henry Ford 
can sell more Fords through the sheepgrowing area of the West than 
he could sell by trying to destroy the export market. 

Senator Martone. You think he could sell more Fords to a sheep- 
herder getting $180 a month and his board, than he could to one in 
Australia getting $20 a month. 

Mr. Franxurn. I think so, sir. 

Senator Matong. That sounds reasonable. 

In other words, there seems to be a basic reason for the Constitu- 
tion of the United States delegating that authority or responsibility 
to the Congress, which represents every precinct in the United States. 
Any precinct in the United States, any citizen of the United States, 
can reach his Congressman or Senator with his little problem. 
Whether it has the weight that he thinks it has or not, that is up to 
the judgment of the Congressman or Senator, but at least he has repre- 
sentation. That is where the Constitution fixed it. 

In adjusting the duties, imposts, or excises, or tariffs and import 
fees as we have called them, on the basis of fair and reasonable 
competition on a flexible basis, what it really does is take the profit 
out of the low-wage labor and lack of taxes, does it not ? 

Mr. Jones. That is quite true, sir. 
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Senator Martone. If you lower such a tariff or duty below that 
differential—I am asking you this question because you are in the 
business—would you of necessity have to lower your wages and write 
off your investment to meet it, or go out of business to that extent? 

Mr. Jones. That is right. That is what is happening today. 

Mr. Franxuin. The only alternative would be to import cheap labor 
and go on lower standards, which the Congress would not do. 

Senator Martone. Congress could not go home if they did that. But 
in effect, they are allowing the State Devnstanent to do something 
that forces them out of business, or the alternative of lower cost labor 
and lower costs of doing business. 


SUBSIDY ON WOOL AND WOOLEN PRODUCTS IMPRACTICAL 


Mr. Frankuin. That is right, sir. The Department of Agricul- 
ture has testified before the Tariff Commission that they can’t even 
carry on their support program under existing importations and ex- 
isting tariffs. We know full well that these were negotiated by the 
State Department putting us in that position. 

Senator Matone. I am glad you brought that question up, because 
it has been said by agricultural economists that if tariffs were again 
adjusted on the basis of fair and reasonable competition, including 
all farm products as well as all other products, which would be done, 
of course, perhaps three-quarters to 80 percent of the farm products 
would not .need a subsidy—butter, for example, and others, and any 
commodity, as a matter of fact, except the commodities that you 
are producing more of than the domestic market absorbs. 


CURRENT PRODUCTION LESS THAN ONE-THIRD OF THE CONSUMPTION 


Mr. Franxurn. Speaking for wool, which is a deficiency item in 
the United States and where we are now producing less than a third 
of our consumption, certainly I don’t think there is any logic to a 
upenes program, sir, when we allow foreign wools to come in and 
take our market, and our wools to go into a Government-support 
stockpile. I can’t see the logic of that for the taxpayers or the wool- 
growers. 

Senator Martone. You would sell it to the Government for the 
stockpile, and the imports would take the market ? 

Mr. Franxurn. That is right, sir. 

Senator Matone. But if there is a tariff or a duty, adjustable on 
the basis of difference in cost, then the imports come in only when 
they are needed. 

Mr. Franxurn. That is right, sir. 

Senator Martone. And they come in on your basis, so a subsidy is 
not necessary. 

Mr. Franxiin. We don’t think it would be necessary at all in the 
wool industry. 

Senator Matone. It would appear to the chairman, and I will ask 
you, that except for the products of which we produce more than 
the domestic market absorbs, if you had a tariff on the basis of fair 
and reasonable competition you would need no subsidy at all. 
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Mr. Franxuin. I think that statement is generally true. It cer- 
tainly istrue of wool. We know that. 

Senator Martone. So what you are really asking is to be put on the 
same basis as to wages and taxes and other factors that affect produc- 
tion costs, as your foreign competitors? 

Mr. Franxuin. Or rather, that they be put on our basis, sir. 


HOW A TARIFF OR IMPORT FEE WOULD WORK 


Senator Martone. Yes, to have something that represents that differ- 
erve. If it is a tariff on an import fee, it goes into the United States 
Treasury and can be used to reduce the taxes here that they do not 
pay at all, or can be used to pay the national debt. At least it is new 
money. ‘The subsidy is more money out of the taxpayers’ pockets. 

Mr. Franxurn. That is true. 

Senator Matone. I will ask you this question, because it has bothered 
me considerably in watching the congressional procedure and these 
foreign trade agreements. We say continually that we want to raise 
the living standards of the people of the world, and in doing that we 
want to have free trade so they will have a market for their goods. In 
trying to think it through, I am confused as to what it really does, and 
I would ask you the question as to what would be the best method of 
causing that rise in the living standards and wages abroad—whether 
you would have free trade so that the investor, whether it is our in- 
vestors who go to these nations or whether it is the native investors 
themselves, has an incentive under free trade to hold his labor down 
because the difference between the cost of production and what the 
traffic will bear here is his profit, or whether you would have a tariff 


or duty which had to be paid which represented that difference, and 
the investor would pay the difference directly into the United States 
Treasury? In the latter event, someone might get the idea that 
they would just as well pay it to the labor in their own country and 
develop a market, _— they not ? 


What do you think about it? Which would be the best policy to 
‘ause them to raise their standard of living? 

Mr. Franxurn. Under the proposal that the wool industry made to 
the Congress this past year, it was for a flexible tariff that would rep- 
resent that difference in the cost of production as it came in. 

We felt very definitely that if we were actually trying to raise the 
standard of living of other countries through imports into this coun- 
try, we would be more nearly accomplishing that by such a method as 
that than we would by seeing which country we could buy it from the 
cheapest. 

Senator Matonr. In other words, you would take the profit out of 
their sweatshop labor, and as long as there was no profit in holding the 
wages down, the chances are that eventually they might do as we 
have done for 175 years in this country—continually bring the wages 
up and create a market in our own country ? 

Mr. Jones. We think so. If governments were reasonable, those 
funds would go to the raw materials producers, from the grassroots 
up to the top, rather than to dole out money as we are now doing to 
governments which are now controlling it the way they want to. 
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Senator Matone. We certainly appreciate having you here, Mr. 
Jones and Mr. Franklin. If you have any further information that 
you think would be helpful to the committee at any time, I hope you 
will send it to us. 

Mr. Jones. Thank you, sir. We appreciate being given the oppor- 
tunity to appear. 

Mr. Franky. Thank you-for-permitting us to appear here. 

Senator Martone. The committee will stand in recess subject to the 
call of the Chair. 

(Whereupon, at 1:40 p. m., Friday, December 18, 1953, the com- 
mittee recessed, subject to the call of the Chair.) , 
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Untrep States SENATE, 
SPECIAL SUBCOMMITTEE ON MINERALS, MATERIALS, 
AND Furts Economics oF THE COMMITTEE 
on Lwrertor AND INsuLAR AFFAIRS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 9:45 a. m., in the com- 
mittee room, 224 Senate Office Building, Washington, D. C., Senator 
George W. Malone (chairman of the subcommittee) presiding. 

Present: Senator George W. Malone, Nevada (chairman of the 
subcommittee). 

Present also: Jerome S. Adlerman, counsel to the subcommittee, 
and George B. Holderer, subcommittee engineer. 

Senator Martone. The subcommittee will be in order. 

Mr. James T. Sheehy, executive vice president of Rayonier, Inc., 
representing the American Paper & Pulp Association, is here this 
morning. 

Mr. Sheehy, you understand the objective of the subcommittee work- 
ing under Senate Resolution No. 143, which directs the committee to 
determine the availability to this Nation of the critical materials in 
time of war and to this Nation for its expanding economy and for its 
security. 

We interpret that resolution to mean that we are interested in any 
statement that bears on a material that. may be a scarce material and 
a necessary material in wartime or for our security. We find through 
evidence that when our country has become dependent on another 
nation for a material which it cannot fight a war without or conduct 
its civilian business without, then two things may happen. One is 
that in time of war the material may not be available, without ship- 
ments from overseas over supply lines whose defense there is some 
doubt. Secondly, when you become dependent on a foreign nation 
for a material that you cannot run your civilian economy without, we 
are then subject to their export licenses and taxes. In other words, 
we surrender to foreign nations control over that material. 

There have been at least two instances explained through testimony 
before the committee where during peacetime a so-called friendly 
nation, upon which we had become dependent for certain materials, 
simply stopped shipment by unilateral action through executive order 
or by stopping the issuance of export licenses. 

So, Mr. Sheehy, we are glad to see you this morning, and with that 
in mind if you pau any statement that you would like to read or 
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comments, or anything that you think would be helpful to the com- 
mittee in its report to the Senate, you may proceed in your own way, 
and we are glad to see you and to have you here. 


STATEMENT OF JAMES T. SHEEHY, EXECUTIVE VICE PRESIDENT, 
RAYONIER, INC., NEW YORK CITY, REPRESENTING AMERICAN 
PAPER & PULP ASSOCIATION 


Mr. Sueeny. Senator, you have explained the purpose of the hear- 
ing. The paper that I am prepared to read is somewhat divergent 
from the problem that you ae mentioned. However, the contents 
are such that they do explain one question that you raised with regard 
to assurance that we would have ample supply of critical materials 
in time of war. 

Senator Mavone. That is the chief point. 

Mr. Sueeny. And control of that material. So with your per- 
mission, I would like to read the statement of the American Paper 
& Pulp Association with respect to the distribution of publicly owned 
forest resources in Alaska. It reads as follows: 


COMPETITION OFFERED DOMESTIC PAPER AND PULPWOOD INDUSTRIES 


It is our understanding that the United States Government cur- 
rently has under consideration a plan whereby (1) the Government 
would sell wood harvested from publicly owned land in Alaska to 
Japanese interests, and (2) Japanese interests, under the cloak of 

use this wood to produce dissolving 


an American corporation, woul 
pulp for shipment to Asia. 

The American Paper & Pulp Association believes that such a con- 
tractual arrangement would not be in the national interest, and that 
our Government, for political, moral, and economic reasons, must be 
in good conscience reject this proposal. 

Both Government and private industry in recent years have been 
studying the long-range outlook for America’s natural resources. The 
recent Paley report, prepared under Government sponsorship, has 
questioned the long-range adequacy of this country’s forest reserves. 
It is difficult for us to reconcile official concern about the adequacy 
of this country’s future supply of wood, as expressed in the Paley 
report and in other public documents, with official consideration of 
a plan to turn over to foreign control, through a corporate subter- 
fage, forest assets that are held by the Government in trust for the 
Americna people. 

If the agreement under consideration is consummated, the Amer- 
ican people will never benefit directly from the utilization of this 
wood, to which they hold the beneficial title. 

Senator Martone. For the benefit of the record at the outset, to 
what areas do you refer in speaking of turning this over to Japan? 

Mr. Sureny. Specifically to five units of the Tongass National 
Forest in Alaska under United States Forest Service control. 

Senator Matonr. That proposal has already been made? 

Mr. Sueeuy. Yes. Japanese interests have been in this country. 

Senator Matone. Who is handling it here? What department of 
the Government is handling it here? 
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Mr. Sureeny. The Forest Service has control of the property, and 
the Japanese interests are now in a position where they are looking 
for financial support of this project, either from the Export-Lmport 
Rank or the World Bank. They have also talked with the United 
States Forest Service to determine arrangements that could be made. 

Senator Martone. The United States Forest Service controls the 
forests in Alaska? 

Mr. Sueeny. The Department of Agriculture, yes; is responsible 
for the management of those forests. 

Senator Matong. The Department of Agriculture, the United States 
Forest Service, has full control of these forests in Alaska? 

Mr. Sueeny. Yes. 

Senator Martone. And they are negotiating with the Japanese 
Government ? 


JAPANESE PRODUCING WOOD PRODUCTS FROM OUR NATIONAL FORESTS 


Mr. SHEEHY. The other way. The Japanese have approached them 
to determine ways and means of making the land available to a new 
corporation which would be formed to harvest the wood from those 
forests, either shipped directly to Japan for conversion there, or to 
be converted to lumber or pulp in this country and then exported to 
Japan. 

Senator Martone. But the product would end up in Japan? 

Mr. Sueeny. Right. 

Senator Matone. Is it a Japanese company ¢ 

Mr. Sneeny. In order to enter into a contract to withdraw wood 
from that forest it would have to be an American corporation. 

Senator Matone. An American corporation formed by Japanese 
interests ¢ 

Mr. Sueeny. Yes. 

Senator Martone. And that is the proposal ? 

Mr. Sueeny. That is the proposal, as we understand it. 

Senator Martone. Has the company been formed ? 

Mr. Sueeny. Not to my Snlieaiiedia 

Senator Martone. But the definite proposal has been made that such 
a company be formed and that they be granted this concession ? 

Mr. Sueeny. Yes. 

Senator Matonr. And the proposal has two edges: One, that they 
harvest the timber in Alaska on these concessions and ship directly to 
Japan to be transformed into woodpulp. 

fr. Sueeny. Lumber or woodpulp. 

Senator Martone. The second alternate proposal is that it might 
be shipped to this country to be processed into lumber and woodpulp, 
and the one especially sent to Japan? 

Mr. Sueruy. Not in this country, but in the Territory of Alaska. 


It would be converted in the Territory of Alaska. 
Senator Matonz. They would put the mills in the Territory of 
Alaska? 
Mr. Sueeny. Yes. 
Senator Martone. But in any case send the product, the lumber and 
rw to Japan? 
r. Su 


EEHY. That is correct. 
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Senator Matonr. Do you have copies of these proposals? 

Mr. Sueeny. No; we have not. 

Senator Martone. How do you know these proposals have been 
made ¢ 

Mr. Sueeny. Only from articles that we have read in trade journals 
telling of the visits of these Japanese representatives to this country. 

Senator Martone. Do you have the names of any of the Japanese 
representatives ¢ 

Mtr. Sueeny. I do not have them available now. 

Senator Matonr. Would you furnish them for the record? 

Mr. Suzeny. We could; yes, sir. 

Senator Martone. Today ? 

Mr. Sueeny. I believe so. 

Senator Martone. Will you dothat? Furnish them to the reporter. 
This is a very important thing. 

(The information referred to, subsequently furnished by Mr. 
Sheehy, follows: Todao Sasayama, chairman of the board, and J. Ko- 
bayashi, president, Alaska Pulp Co.) 

Senator Matonr. Go ahead. 

Mr. Sureny. If there is any merit or substance to the Paley report, 
the sale to foreign interests of forest resources that belong to the 
American people could only be regarded as political mismanagement 
and a serious violation of a public trust. 


JAPANESE PLAN UNECONOMIC AND WASTEFUL 


The Japanese proposal is unsound economically, for there is al- 
ready an oversupply of dissolving woodpulp on a world basis. From 


the standpoint of the “public welfare,” even if we were to use that 
term in a world sense, it would be difficult to conceive of a more 
uneconomic use of the people’s forest resources than that which is 
proposed in the Japanese plan. 

Senator Martone. What did the Paley report say in regard to 
timber resources ? 

Mr. Sueeny. It merely pointed out the increased demand by 1975 
for lumber and the withdrawal of wood for pulp consumption, and 
raised the question as to whether the withdrawal at that time would 
exceed the regrowth so that you would have a diminishing of available 
supply. 

Senator Martone. Their remedy for that was what? 

Mr. Sureny. They do not suggest any remedy. They merely raise 
the question. They have not made definite recommendations yet. 

Senator Matone. Did they consider the Alaska supplies in their 
report ¢ 

Senator Martone. Paley in his report pronounced this almost bar- 
ren. There are some that question it. Go ahead. 

Mr. Sreeny. That I couldn’t answer. 


ABILITY TO SUPPLY OUR NEEDS 


Mr. Sureny. The United States Government should not become an 
accessory to the further expansion of an industry that is already 
seriously overexpanded. 
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North America’s capacity for the production of dissolving pulp by 
1955 will exceed 1946 capacity by 114 percent. Between oe i, 
1950, and January 1, 1953, United States capacity alone increased by 
53 percent; it will increase by an additional 55 percent between Janu- 
ary 1, 1953, and January 1, 1955. These increases in productive 
capacity were specifically designed to meet anticipated increases in 
world requirements. 

Senator Matone. This is in the production of woodpulp ? 

Mr. Sueeny. Of dissolving woodpulp, which is a special category. 

Senator Martone. What is it used for? 

Mr. Sueeny. Dissolving pulp is a chemical cellulose used as a raw 
material which is converted into rayon, cellophane, tire cord, photo- 
graphic base paper, cellulose esters and ethers, nitration pulp for 
the production of propellant powder, and many other miscellaneous 
uses such as vulcanized fiber. 

Senator Martone. Does your statement include the uses? 

Mr. Sueeny. No, it does not. 

Senator Maroner. Would this contract include the manufacture of 
woodpulp for newsprint ? 

Mr. Sueeny. That has not been mentioned, to my knowledge, but 
once the contract is entered into I doubt that there would = any 
restriction—— 

Senator Matonz. No limitation? 

Mr. Sueeny. On the use of the wood for conversion to pulp. There 
is not too much difference at the outset in the initial conversion of 
wood to pulp. It isa raw material. It is impure. 

Senator Matone. The pulp, then, would be the same as the pulp for 
newsprint, but simply put to a different use? 

Mr. Sueeuy. In an impure state. It would be taken from there 
and purified and produced as dissolving pulp. 

Senator Matone. You could produce the raw material for news- 
print just as well? 

Mr. Sueeny. That is right. 

Senator Matonr. In processing this material for rayon, cellulose, 
and all the various uses that science has put this wood to in the last 
few years, would rayon be manufactured then, and all these products, 
in Japan to be sold in the United States? 

Mr. Sueeny. That is correct. Japan prior to 1940 was the leading 
rayon producer in the world. 

Senator Martone. I notice in this morning’s paper—lI think it was 
the New York Journal of Commerce—that in Geneva there has been 
a vote by the nations that are in GATT, the General Agreement on 
Trade and Tariffs, that Japan has been accepted as one of the nations 
now, with all of the privileges within the combination of nations that 
have formed GATT. 

It is understood that the United Kingdom and Australia and France 
voted against their admission, and we voted for it, and they were 
admitted. So that would mean that they have all the advantages 
under the most-favored-nation clause so that any trade agreement that 
has been made since 1934 with any nation under the most-favored- 
nation clause, they would have the advantage of all the concessions, 
presumably without giving anything in return. Do you understand 
it that way ? 
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Mr. Sueeny. I am not acquainted with GATT at all. 

Senator Matone. If you are in the business, it would be a good idea 
for you to learn something about it. I think that is one thing that 
ails this country right now, that very few people, including the busi- 
nessmen and their employees, understand the effect the decisions of 
the Geneva group have on their investments and livelihood and what 
they are doing at Geneva through this great organization formed 
under the 1934 Trade Agreements Act passed for 3 years and extended 
every 3 years until 1951, when it was extended for 2 years, and last 
year extended for 1 year. It now expires on June 12, 1954; and if not 
extended, all of this funny business of trading off an industry without 
the knowledge of the industry itself is over, and the matter of fixing 
tariffs and import fees, or duties as the Constitution of the United 
States refers to such a tax, would be done by the Tariff Commission 
under section 336 of the 1980 Tariff Act, on the basis of comparative 
costs of production between the material here and a like material in 
the chief competitive nation. 

The trade agreements inject the political factor so that they could 
trade one industry for something else in another country without the 
consent or without consulting, if they do not want to, the industry 
concerned. They also do not consult the Congress. 

You understand, I am sure, that the Constitution of the United 
States in article I, section 8, specifically fixes the responsibility in 
the legislative branch for regulating foreign commerce. And in fixing 
and regulating the duties, imposts, and excises that we call tariffs and 
import fees, we have done that through our agent, the Tariff Com- 
mission, for many years. But in 1934 that responsibility was trans- 
ferred to the Executive by law, and they can make any trade without 
referring back to Congress. You understand that? That is what 
GATT is. The General Agreement on Trade and Tariffs formed at 
Geneva was the father of the International Trade Organization which 
was >~ posed by the State Department to Congress, and the Senate 
refused to accept it. Now they have an International Materials Con- 
ference to take its place, entirely a State Department creature, with 
the sa-ne objective of having 40 or 50 or 60 foreign nations together 
to allocate materials on the basis of entitlements for consumption— 
in other words, on the basis of need. They can cut down our use 
of any particular material and allocate it to some other nation. 

So you are right in the middle of the whole business, and when 
you are talking about something you ought to understand the back- 
ground, because the action taken yesterday at Geneva affects what 
you are talking about. There would be nothing to keep Japan now 
from going into any nation under the most-favored-nation clause. 
When they go into any nation, then, under the most-favored-nation 
clause, all of the ideas of Congress for the last 175 years, of fixing 
a tariff or duty to make up that differential in the cost of production, 
mostly due to the difference in the wage, living standards, and other 
factors, are entirely nullified by the Executive handling a situation 
that the Constitution fixes in the legislative branch. 

The legislative branch, including the Senate and the House, have 
abrogated their constitutional responsibility. 

Mr. Sueeny. That is playing right into the hands of Russia. 
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Senator Matone. It is in the hands of the President, which means 
the State Department. The State Department is doing the job. 
When they make a trade agreement, you may think you are doing a 
good job someplace, but if it affects your business they can trade it 
off if they want to, if they think the whole national interest. is bene- 
fited by it; and that is their judgment, the judgment of the Secretary 
of State. 

Mr. Sueeny. There is nothing the Senate or House can do about it? 

Senator Martone. Nothing whatever, except to let this act expire. 

Mr. Sueenry. It has 1 year to run? 

Senator Marone. It has until June 12 of this year. If they let it 
expire, he can make no further trade agreements. The trade agree- 
ments already made remain in full force and effect until and unless 
the President of the United States or the head of the nation with 
which this agreement has been made serves 6 months’ notice of 
cancellation. 

FUTURE PRODUCTION OUTLOOK 


Mr. Sueeny. By 1955, dissolving woodpulp capacity in North 
America, on an annual basis, will total 1,600,000 tons. Demand on this 
continent, by 1955, is not expected to exceed 900,000 tons per year, 
leaving a potential balance for export of 700,000 tons. An exportable 
surplus of this magnitude would exceed the highest annual exports for 
any postwar calendar year by more than 500,000 tons. Consumption 
in the Old World, during the past 2 years, has averaged 1,270,000 
tons. An increase of 500,000 tons in North American exports to the 
rest of the world would permit an increase of 40 percent in the Old 
World’s recent rate of consumption. 

In addition to this prospective increase in North America’s export 
surplus, capacity increases abroad will further swell the Old World’s 
potential supply. It is conservatively estimated that increases in the 
productive capacity of the Old World by 1955 will total at least 200,000 
tons. 

Senator Martone. Let me ask you at this point how much of this 
material you have been exporting to the Old World? 

Mr. Sueeny. I can only speak for us as a company in that regard. 
Our own exports for this year will run approximately 51,000 tons. 

Senator Martone. What is your total production ? 

Mr. Sueeny. Our total production capacity right now is about 
450,000 tons. 

Senator Martone. Does that compare favorably in percent of your 
production with past years’ exports ¢ 

Mr. Sueeny. The whole situation has been quite disturbed since the 
war in 1940. There were no exports during the period of the war, of 
course. 

Senator Martone. There were before that time? 

Mr. Sureny. Yes; there were. Prior to that time our exports were 
much heavier, principally to Japan and Europe. Our exports in some 
years were in excess of 85,000 tons when we had much lower production 
cope: So, percentagewise, answering your question, the present 
relationship is unfavorable as compared to prewar years. 

Senator Martone. That was woodpulp not for newsprint ? 
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Mr. Sueeny. This is woodpulp specifically defined as dissolving 
pulp for chemical use. “ty 
Senator Matone. Where does your chief competition come from? 


CANADIAN AND SCANDINAVIAN COMPETITION TO DOMESTIC INDUSTRY 


Mr. Sueeny. The principal competitor is the International Paper 
Co. They have operations both in Canada and in the United States. 

Senator Matonr. Who makes up the International Paper Co. ? 

Mr. Sueeny. I don’t follow your question, Senator. 

Senator Martone. You said your chief competitor is the Interna- 
tional Paper Co. 

Mr. Sureny. Yes. 

Senator Martone. What makes up the International Paper Co.? It 
that a company or a combination of companies ? 

Mr. Sueeny. It is a corporation; yes. 

Senator Martone. Where do they operate ? 

Mr. Sueeny. They operate in the United States and in Canada, with 
mills ranging all the way from New England, throughout the South- 
east, and with mills in Canada. 

Senator Matone. What other nations are competitors? 

Mr. Sueeny. Principally the Scandinavian countries—Norway, 
Sweden, and Finland—but we don’t have too much knowledge of their 
operations. 

Senator Martone. Where do they get their timber? 

Mr. Sueeny. In their native land. They do not import wood. It 
is available in the same manner as it is available in this country. 

Senator Matonr. Are there any other nations that are potential 
competitors ? 

Mr. Sueeny. For economic reasons; no. 

Senator Martone. What are the economic reasons ? 

Mr. Sueeny. The uninformed, inefficient labor force, the question 
of transportation, chemicals, water, waterpower. I would say those 
are the principal limiting factors. 

Senator Ma.one. If your company wanted to go in to one of these 
nations, who do not know their business, and you did go in to the 
nation as an American investor and took your trained men there and 
your machinery, you could handle the job, could you not ¢ 

Mr. Surexy. We could produce pulp anywhere in the world. The 
question of the economics would be another thing. 

Senator Martone. What are the wages in Sweden and Denmark and 
other potential competitors ? 

Mr. SuHeeHy. I am not acquainted with the wage scale in other na- 
tions, but I am sure it is much lower than that in the United States. 

Senator Martone. If you puta plant there or any other company dil 
so, like the International Paper Co., and used low-wage labor, cdo yo 1 
think the Swedes and the Norwegians and others could be taught ‘o 
do the work all right? 

Mr. Sueeny. Oh, yes. 

Senator Martone. And maybe become competitors here? 

Mr. Suereny. They are competitors now. 

Senator Martone. It might be stepped up if you sent some good men 
over there. 
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Mr. Sueeny. Except for one thing, that they are limited in expand- 
ing their forest resources. 

Senator Matone. What nations have the forest resources that might 
be potential competitors under the international free-trade theory that 
is being advanced by the State Department and under the 1934 Trade 
Agreements Act? 

Mr. SuHeeuy. To my knowledge, the only other available wood suit- 
able for conversion for dissolving pulp in the world today are in some 
parts of Mexico and at the far end of South America, because there is 
a limit to the type of wood that can be used for conversion to this 
product. 

Senator MatonE. What is the type of wood ? 

Mr. Sueeuy. Generally it has to be wood of certain fiber charac- 
teristics. 

Senator Matone. What is it, pine or spruce? What kind? 

Mr. Sueeny. In this country it is western hemlock. spruce of dif- 
ferent species, white fir, and we have been successful in using some 
pine. 

Senator Martone. What about Canada? 

Mr. Sueeny. We don’t feel that we can make a high-quality pulp 
from the Canadian woods that are available in quantities to support 
a mill of the size that we operate. Others are doing it, and the pulp 
is being sold. 

Senator Marone. In Canada? 

Mr. Sueeny. Yes. 

Senator Matonr. Then the job is actually being done there? 

Mr. Sueeny. That is right. 

Senator Martone. What makes you think it could not be done? 

Mr. Sueeny. By our own testing methods, we don’t rate the quality 
of their product equal to ours. 

Senator Martone. But they are competitors? 

Mr. SHerny. Yes. 

Senator Matone. That is a convincing argument, is it not? 

Mr. Sueeny. It might be, Senator, to some people, but it isn’t to us. 
I will put it this way: It isn’t of sufficient interest to us to want to go 
in there and use that raw material. 

Senator MaLonr. Suppose they expand their industry there to take 
up the market at a lower cost. What would you do then? 

Mr. SHerny. We would find other means from our research efforts 
to lower the costs from our present timber sources. We have been 
successful to date in avoiding that. 

Senator Martone. You could do that against Japan, could you not? 

Mr. Surry. We could; yes. 

Senator Matonr. Then what are you complaining about? 

Mr. Sueeny. Well, it seems illogical that with the surplus as 
pointed out here, we would want to add further excesses. 

Senator Matone. If this material is available in Canada and it is 
available in the United States and you can stay in business and have 
it in wartime, then I do not see that it makes any difference. We 
would only be concerned if you lower wages in Japan or Canada or 
in some other country to put the situation on ice to the extent that 
in case of war it would not be available. You have just said you did 
not need it. 











560 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Mr. Sueeny. We think we can meet the competition ; yes. 

Senator Martone. I do not see any argument. 

Go ahead. 

Mr. Suerenry. Thus, the aggregate increase in the potential supply 
of the Old World by 1955 could total at least 700,000 tons or 55 per- 
cent. In the face of growing competition from new man-made fibers 
and from natural fibers, few would be so bold as to predict that the 
Old World will soon be in a position to absorb a supply of this mag- 
nitude. 

North American pulp producers, right now, are ready, willing and 
anxious to negotiate long-term contracts with all comers, including 
the Japanese, for all of the additional dissolving woodpulp that they 
can possibly use. New productive facilities have been installed by 
private industry at great cost for the specific purpose of supplying 
these prospective demands. If duplicate facilities are installed for 
the same purpose, with the connivance of our own Government, the 
inevitable result will be a wholesale destruction of economic values 
that North American venture capital has so boldly created. 

Senator Matone. I want to ask you there again, if you can meet 
the competition, what are you destroying? 

Mr. Sureny. You have a certain volume of limited consumption. 
Assuming we would meet competition, there is still free choice on 
the part of the people consuming. Whether they take it from us or 
from others, there is always going to be this excess. 

Senator Matong. If you can meet the competition, that means, or 
at least it used to mean in my business, that you would get the market, 
because if you are only meeting it, then there is an even break. But 
if you can meet it, what prevents you from beating it? 

Mr. Sueeny. You would have to undersell them. You would be 
at a disadvantage to the other fellow. 

Senator Matone. That is right. But I understand from your 
testimony that you are not now selling it at as low a cost as you could. 
You are floating along, taking what the market will bear, and if you 
had to you could-do it cheaper. 

Mr. Sureny. We could go down to the point where we would have 
no profit. 

Senator Maron. That is what I asked you a while ago. 

Mr. Sureny. And then the industry would die, because we wouldn’t 
have a return on our investment. 

Senator Martone. That is not what you said in the beginning. That 
is making more sense. If they can put you out of business because 
you have no profit—I asked you that to begin with, but you said you 
could meet it. When you meet it, that does not mean you are doing 
it for nothing or losing money. That was not the kind of question I 
asked you. Do you want to answer that again? 

Mr. Sirerrry. Will you ask the question again? 

Senator Maronr. Without asking the reporter to turn back, this is 
what I asked: If this contract goes through with Japan, what happens 
to the American producer? If in Canada or any other nation there 
are lower cost labor and taxes and other costs of doing business which 
are lower, what happens to the American business? 

Mr. Sueeny. The American business then would be forced to drop 
their prices, and accordingly their margin of profit, in order to meet 
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the competition to a point where it would no longer give them a 
reasonable profit on their capital investment or the money with which 
to continue improving their properties. The eventual result would 
be going out of business. 

Senator Matone. That is what I am trying to find out. What 
effect does it have on employment and on the available supply of 
venture capital to expand the business to meet world markets or to 
hold the business you now have? What is your opinion of what the 
effect would be? 

Mr. Sueeny. As pointed out in these figures, by 1955 we expect a 
surplus from the North American Continent of 700,000 tons. As 
that surplus is produced, it can’t be allowed to accumulate. In view 
of the fact that it will not be taken up in the rest of the world, it will 
only mean curtailment of the producing industries on the North 
American Continent. Therefore, it seems illogical to us to further 
expand the surplus and further add to the pen: alty that will eventually 
have to be accepted. 

Senator Martone. Is there not a continual increase in the use of this 
material ¢ 

Mr. Sureny. Yes. The best figures we can put together allow for 
an increase based on population g growth, 

Senator Martone. Is there not an increase in the use of the material 
beyond the percentage of population growth ¢ 

Mr. Sueeny. At times there is. It depends upon the economic 
factors. You have other competitive fibers, such as the polyethylene 
films, mylar, the pure synthetics like dacron, orlon, and nylon. That 
is the battle the cellulosics have to wage with the noncellulosies. 

Senator Matone. Then what you want to do is, you do not mind 
the competition within the country that pays the same taxes and wages 
that you pay, or at least are subject: to the same standard of living 
costs. What you are objecting to is our building up competition 
through taxpayers’ money and Government material in countries or 
areas where they do not pay the wages and the taxes that you pay. 
Is that what you are trying to say ? 

Mr. Sureny. That is absolutely correct. 

Senator Matonr. That makes a lot more sense. What have we 
been doing? Have we not been engaged ever since the war in build- 
ing factories in Europe and other places that are becoming competitive 
with our American industries in other lines? 

Mr. Sureny. In other industries that is true. 

Senator Martone. I would have to look the list over again, but it 
seems to me that we have invested some Marshall plan money and 
mutual security money in paper and pulp mills elsewhere, have we not ? 

Mr. Sueeny. That is correct. 

Senator Matonr. Do you have that record ? 

Mr. Sueeny. No, I don’t have that. Mr. Murtfeldt may have that. 

Mr. Mutuen. I represent the association here in Washington. 

Senator Matone. Can you furnish that material for the benefit of 
the record? 

Mr. MuuieN. A breakdown of the FOA money that has been spent 
and used in new paper mills or technical assistance? 

Senator Matone. Outside of this Nation. Will you give your full 
name for the record? 
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Mr. Motten. T. H. Mullen, American Paper & Pulp Association 
and American Pulpwood Association. 

Senator Matone. Are you the executive secretary ? 

Mr. Mutxen. No. I am the Washington representative. 

We have been able to get some of these breakdowns, not all. I hope 
we can get it. 

Senator Matone. Maybe I can help you get it if you know what 
you want, and I will be glad to help you. 

Mr. Muuien. We know what we want, yes. 

Senator Martone. I will help yeu get it. I want it as a part of this 
record, Can you do it today or tomorrow ? 

Mr. Mutten. I certainly will try. 

Senator Marone. Furnish it to the reporter if you get it today. 
If not, furnish it to the committee. 

(The information referred to follows :) 


Technical assistance for the pulp and paper industry, by country, to Sept. 30, 1958 


Project No. | Title | Amount 
Austria | 31-13 B.. chi wm tilt dei 4 . dube — : -.| $6,652.41 
31-51 A Chemical wood study ee sal 2, 575. 83 
| 31-204 A Pulp and paper productivity team : J 9, 600. 00 
| 31-8 A | Modernization of sawmill industry : —_—, 7,425. 00 
Denmark 36-244 A | Wood waste industry study ~sesel 734. 87 
France 38-89 A Pulp and paperboard productivity team --. dul 9, 668. 46 
38-160 A | Hardwood pulp study : | 10,265.13 
Germany 07-34 A Technical—cellulose products | 3, 878. 40 
| 09-35 A | German paper industry productivity team 5, 183. 04 
Ireland | 44-87 A Paper industry team ‘ 6, 460. 58 
Netherlands | 47-184 A | Utilization of research 7, 596. 31 
Norway 48-40 A Pulp and paper productivity team - i. ----| 12,628.24 
United Kingdom 57-38 A | Productivity team—paper box group bi. 10, 411. 17 
OEEC 6 Pulp and paper study £654-aek d 31, 705. 83 
| 64 Paper and board packaging study. Sinan onnheaeie 27, 680. 47 
| Siictchbbbahen 
Total...... 34 ; we one _...-.-| 150,000.00 


Jan. 6, 1954. 
WE HAVE CREATED OUR OWN COMPETITION 


Senator Matonr. That has been our policy ever since we have been 
in the business of UNRRA. Three aan three-quarters billion dollars 
were loaned to England through the Marshall plan, ECA, point 4, 
mutual security. Is it not our policy to build these nations up? 

Mr. Suertty. As I read it in the paper, they are doing it. 

Senator Manone. Is that not our policy ? 

Mr. Sueerry. I couldn't tell you whether that is our policy. 

Senator Maxone. It is our policy to raise their living standards. 

Mr. Sureny. As I read it, that is what it seems to be; yes. 

“Senator Maronr. Is it not the pronounced policy of this Nation 
to divide the markets of this Nation with other countries? Is that 
not the reason that they make the agreements to lower the tariffs here 
on certain materials ? 

Mr. Sueerty. It is to allow the other nations to dispose of their 
output to support and improve their economy. 

Senator Matone. Your argument here does not seem to agree with 
the national policy. 
Mr. Sueeny. I am not necessarily in support of the national policy. 
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Senator Matone. What is the record of the tariff on woodpulp in 
this country ? Do you have that ? 

Mr. Sureny. We have no tariffs on woodpulp in this country. 

Senator Matone. Newsprint? You are sure of that? 

Mr. Sueeny. I am not acquainted with newsprint, because we don’t 
manufacture that. 

It has been on the free list since 1909. 

Senator Martone. You are mixed up in a national policy here, and 
there is a Randall committee working on this policy. Have you 
appeared before the Randall committee / 

Mr. Sueeny. No; I have not. 

Senator Martone. I would advise you to get in touch with them. 

Mr. Sueeny. Mr. Murtfeldt has worked with our industry com- 
mittee which has provided data to the Randall committee. 

Senator Martone. He represents the same organization ? 

Mr. Sweeny. Yes. 

Senator Matone. Go ahead. 

Mr. Sneeny. We are certain that it is not the direct intention of 
the United States Government to jeopardize venture capital that has 
already been invested by destroying the very markets that the do- 
mestic woodpulp industry has been expanding its productive facilities 
to serve. 

Senator Matonn. Are you sure of that? 

Mr. Suereny. It is just an opinion. 

Senator Matone. Well, I would not be teo sure. 

Mr. Sureny. We are concerned about it. 

Senator Martone. Just as I have previously said, we have been 
building these factories abroad, and there is a theory that we are going 
to raise their standard of living by dividing these markets. 

Mr. Sueeny. We are concerned about the action of some agencies 
of the Federal Government. 

Senator Martone. What agencies? 

Mr. Sureny. The Export-Import Bank and the World Bank, the 
Bank for Reconstruction and Finance, lending money for the devel- 
opment of pulp-producing facilities outside of the continental United 
States. 

Senator Matone. Was that not the announced purpose of the bank 
when it was set up? It does not seem to me that I heard any great 
objections from the pulp industry when it was set up. Everybody 
knew what it was being set up for. I question the statement that we 
do not intend to divide your markets with other nations. That is 
what we are doing, and that is true in other industries—the mineral 
industry, the watch industry, the precision instruments industry, the 
crockery industry. I was in a debate last night with Charley Taft on 
television, and they have shut the crockery business pretty wel! down 
in Ohio. He is representing the Coleman committee here to put over 
exactly what you are opposed to. 

I would not say it is not the policy. Of course, that fight has to be 
decided on the Senate floor and the House floor. That is the propo- 
sition that is before us. 

I bring this up merely because I think you should understand that 
there are factors to do exactly what is proposed to be done in Alaska 
for the Japanese. Yesterday is the proof of it. 
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Mr. Sueeny. It is true, I think, the industry belatedly recognizes 
the harm that can be done now from such a policy. 

Senator Matone. You are only one industry. There may be 500 
or a thousand industries that are affected, but none of you has ever 
said anything. Last year I opposed on the Senate floor the extension 
of the 1934 Trade Agreements Act. I think I was the only one who 
made a talk about it. % 

Where are you from? 

Mr. Sueeny. New York. 

Senator Matonr. You have two Senators. 

Go ahead. 

Mr. Sueeny. Such a course could only help to insure—— 

Senator Matonr. You also have 47 Congressmen. 

Mr. Sueeny. I have only been here for 2 years, and my home was 
formerly in the State of Washington. 

Senator Martone. It is time you met them. They are the ones to 
take your case. 

Mr. Sueeny. Such a course could only help to insure financial and 
economic disaster for all concerned—not only in dissolving pulp mar- 
kets but in world markets for rayon and other chemical conversion 
products. 

Senator Matonr. I want to say to you right there, if you could 
convince those 47 Congressmen and 2 Senators from New York that 
that is the case, you are in. If you don’t you are in trouble. 

Mr. Sureny. We are doing our level best to convince the repre- 
sentatives in both the States of Florida and Georgia, where we have 
operations now and will soon have operations. We are making the 
same approach in the State of Washington. 

Senator Matonr. You have one of, and maybe I can go further, one 
of the most powerful Senators on the Senate floor on ‘this subject in 
Georgia. He has been chairman of the Senate Finance Committee and 
would be again if the Democrats took over in the Senate. 

Mr. Sureny. Senator Walter F. George ¢ 

Senator Matong. Walter F. George is one of the finest men I know, 
and he is for free trade. 

Mr. Sureny. He is intimately acquainted with this problem. 

Senator Matone. I do not want to quote Senator George, but he has 
voted for extension all the time, and I am sure he would never vote 
for anything that he is not fully convinced is proper. If Senator 
George took the floor and made your speech, you are in—if he made it 
in the committee, and I am a member of that committee—and took it as 
the policy, not just for your industry but as the policy for all indus- 
tries, the policy that we need. 

I would say what you are talking about is a tariff or import fee 
that would equalize the difference in the wage standard of living in 
Japan and here, and then you would not care what happened, would 
you? 

Mr. Sureny. We are not concerned about imports into this country 
in our ‘particular field because it has never amounted to competition 
here in this country. 

Senator Matonr. Do you think it might amount to it if you pay 
15 cents an hour in Japan to process this stuff? 
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Mr. Sueeuy. Not directly in the pulp, but in the end products which 
are beyond our immediate concern, but they are in the overall pic- 
ture. They would be of concern to the converters, the rayon producers. 

Senator Matone. Would that not take away from your sales here? 

Mr. Sureny. Yes. 

Senator Matonr. Then you tell me you are not concerned? 

Mr. Sureny. Not directely with the pulp itself, but in the end prod- 
uct it has an effect on us, yes. 

Senator Martone. If the end product is manufactured in Japan and 
it is not manufactured in this country, what would happen to your 
woodpulp industry ? 

Mr. Sueeny. The way it would work is that the end product would 
be manufactured in Japan and there the benefit of lower wages 
would come into play, and they would be able to manufacture con- 
verted products, which in turn would be exported to this country, 
with subsequent harm to the converters in this country, who then 
would stop taking from us. 

Senator Matong. Then you are not telling me you are not concerned, 
are you? 

Mr. Sueeny. No. Weare concerned. 

Senator Matonsr. Why do you not get into the subject? You are 
concerned if you do not sell the woodpulp, and you would not sell 
it if the end product is manufactured outside the country. 

Mr. Sueeny. That is true. 

Senator Matonr. Why do you not discuss that? 

You see, your subject’ is clear beyond what we are talking about. 
You are out of business without even touching the subject. 

Mr. Sueeny. Uur only attempt here was to point out the position 
of the association with respect to the publicly owned forestlands in 
Al: iska. 

Senator Martone. Yes, but what is the argument against it if it 
does not hurt the industry in this country? We have been doing 
that now ever since World War IT and during World War II, setting 
up factories and manufacturing plants in other countries. So that is 
our policy. If you agree with that policy, how can you oppose it in 
this case ¢ 

Mr. Sueeny. As I stated for the record, we do not agree with the 
policy. 

Senator Martone. Then how are you going to cure it? You only 
go to the surface indications, and the thing that is facing you now 
is not just the matter of another industry in Japs in or a gres ater indus- 
try there. It is the matter that by taking the market from your proc- 
essors here, they take your market directly. 

Mr. Sueeny. That is right. 

Senator Matone. Is that not what you are complaining about? 

Mr. Sureny. That is basically the problem as it exists. 

Senator Martone. Then what is the cure for that ? 

Mr. Sueeny. We hope in this one particular case that there will 
not be support from Government agencies that will allow a further 
expansion of pulp- producing facilities, 

Senator Martone. Suppose the Japanese just bought the timber and 
used American workers there in Alaska to harvest it, and they sent it 
to Japan, and then used the 15-cents-an-hour Japanese workers, who 
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are admittedly as capable as any workers in the world. Then what 
would happen to you? 

_Mr. Surrny. The product would be available to them for conver- 
sion. 

Senator Martone. And for export to this country. 

Mr. Surreny. Conversion into products which in turn would be 
exported into this country. 

Senator Matone. Then where would you be? 

Mr. Surenuy. The thing would back up then to where the American 
converters would not have a market for their output and consequently 
we would not have a demand for our product, and we would be forced 
to curtail accordingly. 

Senator Matonr. Consequently, your investors are broke and your 
labor is out of employment. Is that what you mean to say to this 
committee ? 

Mr. Sueeny. That is right. 

Senator Martone. That 1s much better. 

Go ahead. 

Mr. Suerenry. If our Government accedes to this Japanese request 
it must be prepared to assume full responsibility for both the economic 
and political consequences. 

Senator Martone. What are the economic consequences, once more, 
just to sum it up? 

Mr. Sueeny. The economic consequences would be, as previously 
stated, that if a raw material is available to a producer outside of this 
country who in turn can convert it with lower cost labor, the product 
can be exported to this country, where it would undersell the product 
of American producers with the subsequent result that the American 
producer would be forced to curtail, and the pulp producers in turn 
would have no market in this country for their product. 

Senator Martone. In other words, it affects the economic struc- 
ture of this country to render valueless investments already made, 
and results in unemployment. 

Mr. Sueeny. That is correct. 

Senator Martone. What are the political consequences that they 
would have to answer for ? 

Mr. Sueeny. I think such an action would eventually awaken cer- 
tain groups in this country, particularly regional groups where our 
type of product is manufactured, in the Western States and in the 
Southern States, to the point where their ire would be aroused at the 
harm that had been done to them and they would decide to correct it. 

Senator Martone. Thank you very much. I think you made a very 
good witness. 

Mr. Sureeny. Thank you, Senator. 

Senator Martone. In other words, then, when that happened, when 
your men were unemployed and your investors had lost their money, 
then if suddenly an all-out world war were declared and you had to 
bring this stuff from, say, Japan, if they took the market during war- 
time, and if it developed that you could not keep the transportation 
lines open—we have aneade had testimony here from General Wede- 
meyer and Gen. Bonner Fellers that it would be practically im- 
possible—then we are again short of the materials we need here in 
wartime. 
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Mr. Sueeuny. That is correct. Your producing facilities would 
have slipped back so far that you would be somewhat in a dire emer- 
gency to bring them up to an efficiency that would meet the war 
demand. 

Senator Martone. Could you do it ina short war? 

Mr. Sueeny. Not ina short period of time. 

Senator Matonr. Could you do it if you did not have the materials 
available to build these facilities again, provided you are out of busi- 
ness and the materials, as has been in the past, were rationed ? 

Mr. Sueeny. No. For the record, to build these facilities, to build 

a producing unit requires approximately 2 2 years’ time. 

Senator Martone. How long does it take to train men, if you lose 
the trained men that you have, in a business of this nature? 

Mr. Sueeny. Usually, starting a new enterprise you are required 
to suffer great inefficiencies and poor quality of product for 6 to 10 
months after starting. 

Senator Matonx. So in any foreseeable war of 3 or 4 years’ dura- 
tion, you could hardly get back into the business. 

Mr. Sueeny. Yes; I would substantiate that statement. 

Senator Martone. We would suffer from lack of national defense 
material in addition to destroying to that extent our economic struc- 
ture in this country. 

Mr. Sueeny. Yes, sir. 

Senator Matonr. Thank you very much, Mr. Sheehy. 

Do you have any further information ? 

Mr. Surrny. No. Thatis the only statement I have. 

Senator Matone. If you have any further information that you 


think would be helpful to the committee, I hope you will feel free to 
send it in to us. 

(This information was subsequently furnished and by direction of 
the chairman is placed in the record at this point.) 


RAYONITER, INC., 
New York, N. Y., January 15, 1954. 
Senator GEorGe W. MALONE, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR MALONE: At the conclusion of our hearing on Tuesday, January 
5, I raised the question with you regarding the support of Army Ordnance 
toward the purpose of your committee as it might be influenced by their need 
for purified wood cellulose from which to manufacture cellulose nitrate explosives. 
In answer to several of your questions I indicated that the segment of the in- 
dustry which I represented at the hearing, namely, dissolving pulp manufac- 
turers, had supplied considerable tonnage of purified wood cellulose to support 
part of the Army Ordnance supply proégram during World War II and at your 
request agreed to forward you some additional information on this subject. 

Factual information regarding the total requirements of cellulose for nitration 
during World War II is restricted and confidential and I can only offer you my 
best guess that approximately 500,000 tons of dissolving pulp were required in 
the manufacture of cellulose nitrate during the period 1942-45, inclusive. I can 
speak factually for my company—Rayonier, Inc.—and tell you that during that 
period we supplied a total of 185,404 tons of pulp for this specific purpose, 
according to the following table: 


Tons 
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We are aware that others in the industry also supplied considerable tonnage 
but cannot tell you how much. They were Soundview Pulp Co., now merged 
with Scott Paper Co., and Weyerhaeuser Timber Co. The Brown Co. and Eastern 
Corp. may have produced some small tonnage. Since July 1951 I have been 
acquainted with the fact that Rayonier has supplied at least 50 percent of the 
ordnance requirements, with the remainder being furnished by Weyerhaeuser 
and Soundview. One of the important considerations for your use may be 
tied in with the fact that, to date, PATS (Picatinny Arsenal tentative specifica- 
tions) specifications limit the use of wood cellulose to that manufactured by the 
sulfite process only. So far, pulps made by kraft or alkaline processes have not 
been approved for acceptance by ordnance plants. From the definition of the 
purpose of your committee, as explained to me at the opening of the hearing, I 
felt that this particular information might be of value to you. 

If this country is to be assured of sources of raw materials that can be used 
to support defense activities in the event of future conflict with other nations, 
no one can deny that cellulose for conversion to cellulose nitrate is an important 
raw material that will have to be provided. At the present time only a few 
mills are equipped to manufacture this product according to PATS specifications 
and they are principally those sulfite mills capable of producing certain grades 
of dissolving wood pulp. Certainly, to use your own words, it should work to 
the disadvantage of the present PATS pulp suppliers to have our State Depart- 
ment, or other agencies that they might influence, support the development of 
new cellulose sources by providing funds and raw material supply to support 
additional productive capacity that would provide cellulose for consumption 
elsewhere in the world. Such an action could only create the unfavorable effect 
of weakening the economic position of present domestic suppliers. 

It seems to me that it is vital that present suppliers of pulp for nitrating 
purposes, receive every possible protection to assure that they can improve upon 
their operating efficiencies and make sufficient return on their investment to 
warrant further expansion of their facilities so that if and when such facilities 
are needed they will be immediately available to support the effort of the United 
States to guard itself against any foreign aggression. 

Perhaps it is within your authority to request specific information from 
ordnance that can further expand upon the above information. 

I trust that this information will be of some help to you and your committee 
for the purposes that you are trying to accomplish. 

Yours very truly, 
J. T. Sareny, 
Erecutive Vice President. 


Mr. Sureny. I would like to have read into the record a tabulation 
supporting the statements regarding excess capacity that were men- 
tioned. 

Senator Matone. Go right ahead. 

Mr. Sureny. With the understanding that these figures, we feel, are 
reasonably accurate as they are made available from association sta- 
tistics and statistics from the rayon and cellophane consuming in- 
dustries. 

In 1953 the net dissolving pulp production capacity, after allowing 
for that portion which will be withdrawn for conversion to paper, 
in the United States and Canada, will be approximately 1,227,000 tons. 

There will also be available a similar product, chemical cotton, in 
the amount of 220,000 tons, making a total availability of cellulose for 
conversion to rayon, cellophane, and associated products, of 1,447,000 
tons. After correcting for distortions from imports and exports 
those figures are changed to: dissolving pulp, 1,072,000 tons; chemic 
cotton, 194,000 tons—or a total of 1,266,000 tons. 

The consumption by the industry in the United States and Canada 
will amount to 908,000 tons of dissolving pulp, 194,000 tons of chem- 
ical cotton, or a total of 1,102,000 tons, for a surplus in 1953 of ap- 
proximately 164,000 tons. 
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In 1955 for the United States and Canada, the expected producing 
capacity of dissolving pulp will be 1,572,000 tons; chemical cotton, 
220,000 tons—for a total of 1,782,000 tons. After correcting for im- 
port and export exchanges, the dissolving pulp available is 1,417,000 
tons; chemical cotton, 194,000 tons; total of 1,611,000 tons. 

The consumption, as we estimate it for 1955: dissolving pulp, 908,000 
tons; chemical cotton, !94,000 tons—for a total of 1,102,000 tons, or a 
surplus of 509,000 tons of product that can be used for conversion to 
rayon, cellophane, and associated products. 

I could read the same figures for the world, if they would be of 
any value. 

Senator Martone. Read them into the record. I think they might 
be helpful. 

Mr. Sweeny. The same figures on a world basis, for 1953, show a net 
dissolving pulp capacity of 2,397,000 tons; chemical cotton, 255,000 
tons—for a total of 2,652,000 tons. Allowing for the import and 
export exchanges, those figures remain unchanged. 

That is just a guess. It is 2 years hence, and it is difficult for us 
to foresee what will hi appen by that time. 

Consumption for 1953, 2,089,000 tons of dissolving pulp; chemical 
cotton, 229,000 tons—for a total of 2,318,000 tons, or an excess of 
834,000 tons. 

In 1955, net available dissolving pulp, 2,782,000 tons; chemical cot- 
ton, 255,000 tons—for a total of 3,037,000 tons. We see no unbalance 
due to differences in import and export exchange, so they remain 
the same. 

Consumption, dissolving pulp, 2,089,000 tons; chemical cotton, 
229,000 tons—for a total of 2,518,000 tons, or a world surplus of 
719,000 tons. 

Those figures have been rounded out generally in this statement. 

Senator Martone. As I get the purport of your testimony, it is that 
you object to your tax money being used by the Export-Import Bank 
and the World Bank to finance the low-wage competitors in the world 
market, and in our market here, for that matter. 

Mr. Sueeny. That is correct. 

Senator Mavone. It took your industry a long time to get around 
to thinking about it. 

Mr. Sureny. I regret that 1 must agree with you on that point. It 
is quite belated. 

Senator Marone. It has been going on 21 years now. The objective 
was clear in the 1934 Trade Agreements Act, and the agreements that 
have been made are all pointing that way. The Export-Import Bank 
and the World Bank have been financing competition. The Marshall 
plan, the loan to England, ECA, and MSA, all have the announced 
objective, including point 4, of constructing and financing competition. 

If sometime before June 12 of this year the 1934 Trade Agreements 
Act—which has been called the Reciprocal Trade Act, is not ex- 
tended, then I would say you are on your way out of danger, but if it is 
extended you will have this continual argument as long as it is in 
force. The State Department can at any time make agreements it 
cares to that have an adverse effect on any industry, w ithout referring 
it to Congress. Congress has no authority whatever to interfere with 
it, except to repeal the act or to refuse to accept it. 
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WE STAND TO LOSE STRATEGIC INDUSTRIAL CAPACITY IF WE SACRIFICE OUR 
PULP INDUSTRY 


It has been my opinion for a long time that if the labor organiza- 
tions, the workers of this Nation, and the investors of this Nation, 
that are interested in their companies understood that business, it 
would not be safe for a Senator or Congressman to go home who had 
voted for it. 

So your problem is with your Senators and Congressmen. The votes 
are what are going to count. 

I am not telling you that I am right in this thing. We are holding 
these hearings to find out whether or not we can still have the critical 
materials available to us in wartime and continue our present policy, 
or under what policy or principle they would be available to the fullest 
extent, that is, to increase or hold our production in this country, and 
to strengthen our economic structure to make these materials avail- 
able in the Western Hemisphere. It is developing that way. 

General Johnson, assistant to Mr. Thomas, who is one of the chief 
deputies of Mr. Wilson, has testified here before this committee that 
the Western Hemisphere will be the dependable supply of such ma- 
terials in case of war; that it will be very problematical that we can 
secure a dependable supply from an offshore area across a major ocean 
in the next war. 

I would want to offer you this gratuitously—it is probably worth 
about what it costs, which is nothing—and that is that you should 
look into this matter a little deeper and examine the seed that has 
been sown which is now affecting you, and then talk to your own 
Senators and Congressmen. That is where your argument is. Also 
appear before the Randall committee. The Randall committee is going 
to make direct recommendations to the President of the United States 
and the Congress. 

We are very glad to have you here, Mr. Sheehy. 

Now we have Mr. Murtfeldt, representing the American Paper and 
Pulp Association. 

Mr. Murtfeldt, you are familiar with the objectives of the subcom- 
mittee. We will be glad to have any statement, written or otherwise, 
that you may have which you think would be helpful. 


STATEMENT OF F. HAROLD MURTFELDT, SALES MANAGER, CON- 
SOLIDATED WATER POWER & PAPER CO., WISCONSIN RAPIDS, 
WIS., REPRESENTING AMERICAN PAPER & PULP ASSOCIATION 


Mr. Murtrevpr. Senator, I feel that perhaps our statement, the 
statement of the paper industry of the United States, telling something 
of their record on reciprocal trade legislation for the past some 20 
years, might be helpful to your committee and in fact, as I hear your 
statements here this morning, our record seems to confirm what you 
say. 

Considering the size and importance of our industry, I hope it will 
be helpful to you. 

Senator Matong. You see, I am only 1 Senator out of 96. I do not 
make the flat statement that I am right in everything I say, but they 
are my convictions. There are 95 other Senators, and we are trying 





~~ Te eS 


STOCKPILING STRATEGIC AND CRITICAL MATERIALS 571 


to prepare a record that will fairly reflect the conditions that affect 
the availability of the critical materials or the materials that it is 
customary for this Nation to ration in time of war. Also, the increase 
of production of certain minerals and materials is necessary in do- 
mestic economy and to meet its security needs. 

With that objective, this subcommittee will prepare recommenda- 
tions to the full committee and we hope that the full committee will 
then lay before the Senate of the United States definite recommenda- 
tions as to the principles that that body should adopt to make these 
materials available to the fullest extent in time of war. 

If we do not have the full cooperation of all the men in business, the 
owners, management, investors, and workingmen, it will be an uphill 
job. 

Mr. Murrrevpr. For the record, I believe the record now indicates 
I represent the American Paper & Pulp Association which, as I be- 
lieve you know, Senator, represents approximately 95 percent of the 
paper industry of the United States and also as perhaps you know 
we have made a continuous study over the years of trade and tari 
matters. 

Senator Martone. Let me ask you at this point, do you have a list of 
the companies that you do represent who are members of your asso- 
ciation ? 

Mr. Mourrrevpr. Mr. Mullen, I am sure, can furnish those to you. 

Senator Marone. Will you furnish it for the record at this point? 

(This data had not been furnished at the time the hearings were 
printed. When received will be made a part of the committee files.) 


PURPOSE AND OBJECTIVES OF ASSOCIATIONS 


Mr. Mvrvrevpr. Our association has made a study of trade and 
tariff matters over the years and has maintained a permanent import 
committee which has quite extensive documentation which, of course, 
is available to your committee if it would be useful. 

Senator Matone. You will make reference to these reports. 

Mr. Mvrrrevpr. Yes. 

Senator Matone. Then if you care to, would you submit copies of 
these reports as exhibits? 

(This report appears on page 593.) 

Mr. Mourrrevpr. Yes. 

Just as a little background information on our industry, as back- 
ground for our remarks on tariffs, in point of size our industry is sixth 
in the United States in value of its product. We have a $7 billion 
annual sales. The record of our industry in both war and peace 
clearly indicates that the Government considers our industry as essen- 
tial industry and that a sound domestic paper industry is essential to 
the welfare of the United States. 

Senator Matone. Your industry represents the pulp industry, 
which includes newsprint. 

Mr. Mvurrtrevpr. That is correct, paper and pulp industry of the 
entire country, all manufacturers. 

Senator Martone. That includes the particular kind of pulp that 
Mr. Sheehy has described ? 








ex 
t 


72 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 
Mr. Mortrevpr. Yes. Our imports in 1952 were equal to 8.1 per- 
cent of all commodities imported into this country. That, of course, 
includes newsprint in large quantities. In dollars that was eight- 
hundred-and-seventy-one-million-odd thousand dollars. 

In exports our exports were only a fifth of our imports, or $186 
million in round figures. So you can see that there is quite a contri- 
bution to international trade. 


EFFECT OF IMPORTS ON DOMESTIC PRODUCTION 


Of most importance, I think, in understanding our views on tariffs, 
paper is truly an international commodity in both use and method of 
manufacture, whether you are speaking of Japan or Sweden or Fin- 
land, Great Britain, or this country. 

Senator Martone. Is that not true of most other products? 

Mr. Murrrevor. I don’t understand that it is so, particularly in 
the method of manufacture, Senator. What I was thinking of, in 
the first place, your products are basically the same, the same grades 
of paper for the same uses in all countries. Of most importance 

Senator Matonr. Are not food, wheat, corn, used for the same 
purpose ¢ 

Mr. Murrreipr. Yes; I think that would be so, but I do believe 
that our method of manufacture is unique in that it is almost identical 
in every country in the world. Paper is made by exactly the same 
type of machinery. 

Senator Mavone. In other words, there is no advantage when it 
comes to that machinery in any country ? 

Mr. Murrreipr. That is correct. 

Senator Matoner. Or at least not for very long. 

Mr. Mvurrrecor. That is true. In productivity of labor we are the 
same in this country, given the same size and speed of machine. 

Senator Matonr. Mr. Murtfeldt, 1 want to say to you that you have 
put your finger on it. There are still people in this country who 
think the machinery and the know-how are available only here. 
The machinery and know-how of every industry in the world are 
available everywhere today. I have been in the engineering busi- 
ness for 30 years. I was in South Africa. I was led to believe that 
I could have gotten a concession on mining manganese or chromite 
or anything else that they had. If I had been 20 years younger and 
not in the Senate, I probably would have. 

What kind of machinery do you think I would have installed to mine 
manganese and process it, or chromite? Exactly the same and 
probably a little better because it would have been the newest plant. 
Then take in the shifters and the superintendents from the domestic 
mining industry that you need there to train the natives for 40 cents 
a day and put everybody out of business here on free-trade basis. 

So you are not unique. It is exactly the same in every industry in 
the world. I believe it is time that industries such as yours understand 
that. What you need is a principle established by Congress, and that 
principle w ill affect the watch industry, the mineral industry, and the 
machine tool industry. It would affect every industry in the United 
States. But you are not working together and you have not been for 
21 years. You have been coming in the side door and trying to get 
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a little special concession. The oil industry comes in another side door 
and tries to get a little special concession. The mineral industry 
comes in by the cellar door and tries to get a special concession. Why 
do you not get together on a princ iple which you think would help 
the United States of America? 

Mr. Murrrevpr. Following up your point there, with the same 
yroductivity of labor in every country, of course we cannot offset the 
foe er wage rates which we know are extremely low in foreign coun- 
tries with) respect to our own. 

We have had extensive experience in our industry in free trade as 
well as protected trade, and in free trade the most important is news- 
print. As you know, Senator, the newsprint industry used to be in 
the United ‘States, and our publishers would get 75 percent of their 
requirements from the domestic newsprint industry. Today it is the 
reverse. They get 75 percent of their requirements abroad. 

Senator Matone. Yes. W hy ¢ 

Mr. Murtrevpr. Because the United States mills could not make a 
profit manufacturing newsprint with newsprint being on the free list 
from Canada. 

Senator Matonr. Why could they not? 

Mr. Murrrevpr. Just the lower wage rates in Canada and other 
economic factors in Canada made it uneconomic for us to compete. 

Senator Martone. That is the first time I ever heard your industry 
make a statement like that. 

Mr. Murrrevpr. I understood they had made it previously. 

Senator Martone. Not here. 

Mr. Morrrewpr. Incidentally—— 

Senator Martone. In other words, if you are going to stay in busi- 
ness or if you are going to increase the woodpulp business in this 
Nation, you would write down your investments to meet the investment 
and taxes in the other Nation and you would lower the labor costs in 
this country to meet the labor costs in other countries. It is either 
that or go out of business. Is that it? 

Mr. Murtrevpr. That is correct. 

Senator Martone. It would be a wonderful condition if the indus- 
tries of this country would just realize what the principle is. How 
do you overcome it? What has been the 175-year method in the 
United States of overcoming or rendering fair and reasonable com- 
petition between a low-wage nation and this Nation? What were we 
using to do that for about 175 years ¢ 

Mr. Murtrecpr. The tariff rates. 

Senator Martone. The Constitution of the United States calls it 
duties, imposts, and excises, does it not ? 

Mr. Murrrevpr. Yes. 

Senator Matone. We have been calling it tariffs and import fees, 
adjusted to take the profit out of swe atshop and low-wage labor, is 
that it? 

Mr. Mourrrevpr. That is correct. 

Senator Matone. Go ahead. 

Mr. Murtrevpr. Incidentally, in that respect, with respect to news- 
print, in 1911, as I understand it from the record, we entered into ne- 


gotiations with Canada to have a_reciproc al agreement. We 
agreed 
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Senator Martone. What date was that? 

Mr. Morrrexpr. 1911. We agreed to free trade with Canada. 

Senator Martone. On ealeal ¢ 

Mr. Murrretpr. Newsprint. We agreed to free trade with Canada, 
and they also agreed on free trade. Then Canada turned around and 
put an embargo, an excise tax of 1214 percent on newsprint going from 
this country into Canada, which negatived our action, naturally, in 
putting newsprint on the free list. 

Senator Matone. Was that an unusual action? 

Mr. Mourrretpr. No. I can cite others as we go along here. 

As I said, we have also had experience in protected trade and I 
have a list here which I will put in evidence in just a moment, of all 
the principal grades of paper and how our duties appear. 


PAPER INDUSTRY—ONE OF MAJOR IMPORTANCE IN MANY COMMUNITIES 
THROUGHOUT THE COUNTRY 


We have an unusual element of community dependency in our 
industry because of the nature and the size of our mills. We tend to 
dominate a community’s labor force. I have that to put in the record. 
One hundred fifty-nine communities are more than 50 percent de- 
pendent on our industry. 

Senator Martone. Do you have a list of the communities? 

Mr. Mortrevpr. Yes, completely, in all States. 

Senator Matone. Do you have this listed by State and by amount 
of employment ? 

Mr. Murrreipr. Yes. Of course the significance of that, as you 
can see, is that in an industry such as ours, with the tremendous capi- 
tal investment required, which roughly is $100,000 per ton per day 
capacity, our break-even point as an industry is something like 80 
percent. If we drop below 80 percent in production we are losing 
money. 

Senator Martone. Eighty percent of the production that you are 
capable of producing ? 

Mr. Murrrevpr. Yes. We would lose money. 

Senator Matone. Where are you now? 

Mr. Murrrevor. We are at the peak of prosperity now, of course, 
with 99 percent or almost 100 percent. It has dropped off a little in 
the last few months. 

Senator Martone. Is it dropping now ? 

Mr. Murtrevpr. Yes. We have the actual figures. It has dropped 
a couple of points. 

Senator Matonr. I notice a table here on page 10 of your 1953 re- 
ort, “A Study of Community Dependence on the Paper and Pulp 
ndustry.” I notice that the population of Georgia is 3,445,000 as of 

the 1950 census. It that what you mean by the first column? 

Mr. Murrewpr. Yes. 

Senator Martone. 551,000 of this population are located in towns 
where you have paper and pulp mills. 

Mr. Morrrexpr. Yes. 

Senator Martone. And that is 16 percent of the population. Is it 
your opinion that if the present condition is maintained with no tariff 
or duty on any type of your pulp, your manufactured product, and 
if the financing of other nations continues through the Export-Im- 
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port Bank and through the World Bank, such as is proposed for Japan 

in this case, which is not the first instance but is a continuation, that 
the employment and investments in this area will be vitally affected ? 
It that your position? 

Mr. Mourrrexpr. Vitally affected. The communities may become 
just ghost towns. If you pull a big mill out of a town it ceases to be 
a town. 

Senator Martone. You do see the end of this thing as pulling the 
mills out of these towns because of the competition from the low-cost 
labor nations? 

Mr. Mortrevpr. That is correct. 

(The table referred to follows :) 


State population and population of towns with paper and pulp mills 


i 


Population of towns with 


1950 census paper and pulp mills 


population |- 
(thousands) | 


} 
| Population | Percent of 
(thousands) | total 
Sind. - 
Alabama | | 
Arkansas 
California. | | 
Colorado ake Sats al | 
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Washington ........-..---...- 3 nals hpdskeiusin dba dense 2) 379 
We i thiticectinecttinsacustennstoiinine | 2, 006 
WHERE i cites scsi i Lice : Od | 3, 435 | 


Total United States................__-- : 141, 252 | 


S/R. & 


1 Negligible. 


Senator Matong. Go ahead. 

Mr. Mourtretpr. In conclusion, on our background facts, we do feel 
because of the size of our industry, our contribution to international 
trade, our experience in free as well as protected trade, that this does 
give us a sound basis for an expression of views on how we have lived 
under this reciprocal-trade-agreement type of approach and perhaps 
to give you some suggestions for the future. 
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Senator MaLone. Go right ahead. 

Mr. Murtretpr. At the outset we recognize the importance of ex- 
panding international trade as a vital step toward the peace of the 
world. 

Senator MaLone. You have made that statement. How would you 
expand it? 

Mr. Murtrevpr. I was going to say we would expand it only if it 
could be done within a framework where we have high productivity 
and high employment in the United States and a solvent and expand- 
ing United States economy. If it can be done within that framework, 
it is a fine thing. 

Senator MALong. You know that the State Department has made 
many statements that all you have to do is to divide these markets 
and let them sell here, and you are building up their living standards 
and giving them the dollars to buy our produce ts and our economy keeps 
on deve loping and is more profits idle than ever. You have made a 
statement that fits right in with it, that you are for it. 

Mr. Murtretpr. No. We know that isn’t what is going to happen. 

Senator Matone. Explain that to the committee. 

Mr. Murrrevtpt. We know the facts that you state would mean to 
us merely the sharing of our own standard of living and the reduction 
of our standard of living to equal India’s or Japan’s or whoever you 
are speaking of. 

Senator MAtone. Explain that a little further. Are you telling 
the committee that on the free-trade basis or the continuous lowering 
of duties and tariffs, which we had for 175 years to make up that dif- 
ferential between the wage standard of living here and abroad after 
we raised our standard above the foreign nations—that if we do away 
with that principle we have been on the wrong track all the time and 
we now allow those products to be sold here through abolishing or 
lowering continually that differential as represented by the duty or 
the tariff, what we seem to be striving for is an average living standard 
for the world, averaging ours down to that of the foreign nations? 

Mr. Murtre.pr, I believe that is the opinion of our industry; yes. 

Senator Matone. Is that opinion shared by other industries that 
may be subject to « ene eon from low-wage nations? 

Mr. Murtrenpr. I don’t see how it could be otherwise. 

Senator =" Have you ever contacted any of these other in- 
dustries ¢ 

Mr. Murrrecpr. I haven’t personally. 

Senator Matone. Mr. Ford says that is not the case. He says if 
you have no tariffs at all we would be much better off. How do you 
explain that statement? Heisavery smart businessman. At least his 
father or his grandfather was. 

Mr. Murtrevor, I had better not comment on that. I don’t know, 
except that there might be some selfish interest involved there. 

Senator Matone. He has to sell most of his product in this country. 

Mr. Murrretpr. They have plants abroad, don’t they? 

Senator Martone. How do you explain the International Business 
Machines’ position and the position of Mr. Coleman? 

Mr. Murrrevpr. I don’t know. Just speaking personally, which 
probably isn’t of value to the committee, t thers seem to be quite a few 
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businessmen who talk free trade in the abstract as a very nice and 
enjoyable thing, like socialism, whereas when you come right down 
to it and you have to make a living in an industry and are worrying 
about your next paycheck, that is something else again. 

Senator Matone. You are worrying about your employees and how 
many of them you will have to let go. Foreign imports, without an 
evener, reduce employment and incentive for the investment of new 
capital. This makes up our economic structure in thousands of com- 
munities that you never hear of unless you accidentally visit them 
or they have some economic trouble. 


MAGNITUDE OF PAPER AND PULP INDUSTRY 


Mr. Murtrevpr. There is no question about that. Our own com- 
pany has some $60 million of capital investment in 4 little Wis- 
consin towns. Probably most people haven’t heard of them. 

Senator Matonr. Do you have a table here showing the number 
of plants in this report ? 

Mr. Murrretpr. Yes. 

Senator Martone. In each one of these States ? 

Mr. Mourrreipr. Yes. 

Senator Martone. On what page is that ? 

Mr. Murrrevpr. I think page 11 gives total manufacturing and 
employment and estimated employment in primary paper and pulp 
industry by State, indicating total manufacturing employment, the 
number of establishments in each State, the number of employees, 
and the percent of total manufacturing. 

Senator Matone. I would like there to appear in the record at this 
point as a part of your testimony the table on page 11 showing the 
total manufacturing employment and estimated employment in the 
primary paper and pulp industry. By primary you mean in the man- 
ufacture of the pulp itself and the activities leading up to the timber 
and raw materials that enter into the pulp. 

Mr. Murtrewtpr. Yes, sir. 

Senator Martone. It does not have anything to do with the manu- 
facturing industries from woodpulp ? 

Mr. Murtrevpr. It includes the paper mills. 

Senator Martone. But not the end product of the mills, such as if 
it goes into rayon or similar products 

Mr. Murrrenpr. No. 

Senator Martone. At this point we will insert the table on page 
11 entitled “Total Manufacturing Employment and Estimated Em- 
ployment in the Primary Paper and Pulp Industry,” and on page 13 
of the study of community dependence on the paper and pulp indus- 
try entitled “Estimated Number of Workers and Dependents by Town 
Dependency, Primary Paper and Pulp Industry.” 


39888—54—pt. 10-38 
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(The data referred to follow:) 


Total manufacturing employment and estimated employment in the primary 


paper and pulp industry 





Primary pulp and paper industry 
Total manu- |——---—> en a eemaes 








State facturing |»; 

employment ! Number | Number of | Total 
of estab- | employees | manufac. 

| lishments pioyers turing 

Thousands Percent 
Alabama 210 7 6, 547 | 3.1 
Arkansas , 72 | 2) 1, 897 | 2.6 
California... 751 13 4, 880 | .6 
Colorado : en 57 1 83 os 
Connecticut... .....- ounphtbiosddtemnhiaititepn bonne 374 22 2, 860 .8 
Delaware oa spiked dois 46 6 1, 203 2.6 
Florida 88 9 | 8, 626 9.8 
Georgia. . _- 288 10 8, 272 2.9 
Idaho_... | 15 1 650 4.3 
Illinois. 1, 182 17 4, 212 | -4 
Indiana 564 15 2, 815 | .5 
Iowa . 147 3 460 | 3 
Kansas ra a 88 2 309 -4 
Louisiana -......- ecana de sna 126 8 14, 706 | 11.7 
Maine : ences 107 29 19, 440 | 18.2 
Maryland 221 7 2, 813 1.3 
Massachusetts 694 | 59 | 13, 463 1.9 
Michigan 1, 044 40 | 17, 711 | 2 
Ps we vdsdidinice sn cuckincckonpeveneshieeebbes 182 | 8 | 5, 986 | 3.3 
Mississippi-..-.-- 73 6 | 5, 558 | 7.6 
Missouri 533 1 Me LepAkivteiens 
New Hampshire. - ...-. 81 22 6, 373 7.9 
New Jersey. ...--.---- 732 38 8, 502 1.2 
New York piss Wp ebhdbstieebecwdsucweees 1, 801 103 | 25, 824 1.4 
North Carolina. ----...- 406 9 | 6, 948 | 1.7 
Ohio abaew wade 1, 192 45 | 16, 711 | 14.0 
Oklahoma 64 | 2) 133 2 
Oregon \ 118 ll 4, 562 | 3.9 
Pennsylvania. - Leen 1, 448 50 | 15, 969 Ll 
Rhode Island. .......-.- 134 1 200 wa 
South Carolina 195 3 3, 200 1.6 
Tennessee _.......-. | 226 10 3, 788 1.7 
Texas a 338 6 3,078 | 9 
Vermont 42 y 1, 279 3.0 
Pl i anita natives la 224 14 7,991 3.6 
Washington 161 24 15, 091 | 9.3 
West Virginia 129 3 500 | 4 
Wisconsin .. 427 | 48 | 25, 993 | 6.1 
NE TAURINE BONE ha wainiinvccn svidontkdastenaey 14, 580 | 664 268, 737 | 1.8 





1 Bureau of Labor Statistics. 
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Estimated number of workers and dependents, by town dependency—Primary 
paper and pulp industry 
[Percent] 





State 0-10 10-25 25-50 50-75 75-100 100 Total 
Alabama_--- Samsing 22, 400 3, 300 25, 71 
Arkansas : 3 ad , ¥ 4, 500 3, 000 : } 7. 500 
California cue te 12, 800 300 6, 100 19, 200 
Colorado pan 300 ; 300 
Connecticut ‘be 5, 900 1, 600 200 1, 500 2, 000 11, 200 
Delaware Jaca 200 1, 700 | 2, 800 4,7 
Florida ‘ 4, 300 | 16, 100 5, 400 4, 200 3, 900 33, 900 
Georgia. . - - 4, 400 25, 600 400 y 2, 100 32, 500 
Idaho. - ose 2, 600 ]----- 2, 600 
Illinois 5, 400 6, 500 4, 600 sii 16, 500 
Indiana -. cnoaaeiane 8, 000 2, 400 700 nak 11, 100 
lowa not 1, 100 ; 700 — Pi 1, 800 
Kansas 1, 200 cae ; 1, 200 
Louisiana 3, 600 ‘ 12, 500 20, 300 21, 400 57, 800 
Maine. __- 100 | 6, 400 14, 500 11, 100 18, 400 25, 900 76, 300 
Maryland. - 700 900 atin, 200 6, 300 2, 900 11, 000 
Massachusetts eosin 10, 500 21, 800 5, 800 3, 800 7, 700 3, 300 52, 900 
Michigan. - - wt 12, 200 5, 900 23, 500 15, 000 2, 300 10, 700 69, 600 
Minnesota - - . ieee seneuie 6, 600 1, 100 : 6, 900 &, 900 23, 500 
DEI onthe dooce opngee 3, 400 |. 14, 200 ssid 4, 200 21, 800 
POE os 0bgiscnevdcatse spies] inetnenaee 400 eel 400 
New Hampshire - -. 1D ficncninnie 3, 100 16, 700 3, 600 25, 000 
New Jersey..-.-- 15, 100 2, 700 3, 800 1, 300 10, 500 33, 400 
New York... ....-. 14, 300 26, 300 5, 600 14, 900 19, 600 20, 700 101, 400 
North Carolina - - - — 300 1, 800 1, 200 4, 100 19, 900 27, 300 
Ci nctasmene a | 7, 400 12, 100 16, 200 10, 500 8, 800 10, 600 65, 600 
Oklahoma...... nie ok as 500 . 500 
Oregon... 4, 000 2, 200 2, 900 3, 800 5, 000 17, 900 
Pennsylvania - =e 21, 100 12, 000 9, 500 4, 900 7, 500 7, 700 62, 700 
Rhode Island - - . - - 800 800 
South Carolina... 4, 300 s 1, 600 6, 700 12, 600 
Tennessee .. sad — 9, 200 800 4, 900 , 14, 900 
Texas -- e . . 3, 800 8, 200 < 12, 000 
Vermont . 100 700 300 1, 000 2, 900 5, 000 
Virginia__- . 6, 800 700 Z 5, 900 3, 900 14, 100 31, 400 
Washington_- 8, 400 1, 200 21, 900 15, 400 1, 300 11, 100 59, 300 
West Virginia. --- Ss 1, 400 600 2, 000 
Wisconsin... - pica 10, 200 13, 900 14, 100 7, 400 27, 600 28, 800 102, 000 
Total, United States. .- 187,300 | 200, 200 159, 500 121, 200 159,400 | 227,700 | 1, 055, 300 


Senator Martone. Go ahead. 

Mr. Mourtreipy. We would like now, with your permission, to com- 
ment briefly on the results of the administration of the Reciprocal 
Trade Agreements Act over the past some 20 years as they affect our 
industry. 

Our principal criticism in a general statement of the reciprocal 
trade agreement approach 

Senator Matone. Let us see what you are talking about. Are you 
talking about the 1934 Trade Agreements Act? 

Mr. Morrrepr. Yes. 

Senator Matonr. You understand the words “reciprocal trade” do 
not occur in the act at all. 

Mr. Mourtretpr. Yes, that is correct. I should refer to it as the 
Trade Agreements Act. 

Senator Maronr. I think it would be helpful to the committee. 
“Reciprocal Trade” was inserted in the publicity like the “Dollar 
Shortage” and now “Trade, Not Aid,” meaning nothing but a fine title 
or ci lens or catch word. 
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Mr. Murrretpr. I will refer to it hereafter as the Trade Agreement 
Act as extended. 

Senator Matone. The 1934 Trade Agreements Act as extended. 

Mr. Mortrevpt. All right. 

From our experience under the 1934 Trade Argeements Act as ex- 
tended our criticism of that type of legislation is basically that we feel 
that in that type of enactment Congress is doing little more than say- 
ing to the execiitive department that you, the executive department, are 
free to reduce tariffs, and in doing that Congress does not state under 
what circumstances tariffs can be reduced or to accomplish what 
results or place any restrictions whatsoever on it. So when Congress 
made this enactment, I believe in 1945, one of the most recent ones, 
Congress authorized a 50-percent reduction from rates in existence 
on January 1, 1945. 

Senator Manone. Did not the Congress in fact transfer its con- 
stitutional responsibility to regulate foreign commerce through the 
adjustment of duties, imposts, and excises, which we now call tariffs 
and imports fees, to the Executive to do as he pleased with it. 

Mr. Murtrenpr. We think it amounted to that because you placed 
no restrictions or no guides or anything else in the legislation. 

Senator Matonr. And the Executive put the finger on the State 
Department to do the work, and anything they do is not referred 
to Congress for approval. 

Mr. Mourtrevpr. That is right. 

Senator Martone. It isan independent abrogation of authority or of 
responsibility to the executive department. 

Mr. Murrrecpr. That is our opinion. 

Senator Martone. In that act, which already has been made a part 
of these hearings, they are allowed to take in what they consider the 
overall national benefit and international benefit that may accrue by 
remaking the industrial map of this Nation. 

Mr. Murrrevpr. Trading off one industry against another, and 
such methods, which serve their purpose. 

Senator Manone. If in their judgment the overall national benefits 
offset any detriment or injury toa private industry, then they make it, 
is that not true? 

Mr. Murrrevpr. That is right. 

Senator Marone. And it is in the judgment of the State Depart- 
ment. 

Mr. Murrrevpr. That is, of course, what concerns us. 

Senator Matone. They need not consult anyone or if they do con- 
sult them, they can disregard any information they receive. Is that 
true ? 

Mr. Murtrevpr. That is correct. 

Under the Trade Agreements Act legislation since 1934 our rates of 
duty on dutiable paper, leaving out newsprint, on dutiable paper has 
been reduced 66 percent. We are down to an 8.8 percent tariff, 
weighted average tariff, on our dutiable papers, so we have gone a long 
way toward free trade. 

Senator Martone. What did you start with in 1934? 

Mr. Murtrepr. I think it was 22 percent. 

Senator Matone. Average? 

Mr. Mverrevpt. Weighted average. 
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Senator Martone. What was the range from high to low in the 
tariff or import fee? What did you start with? 

Mr. Murtrevpt. Speaking of dutiable paper, leaving out duty-free 
newsprint and pulp, the lowest on this chart, which I will submit in 
evidence, appears to be 10 percent, and the highest appears to be 60 
percent on cigarette paper. 

Senator Matone. What caused that spread? Was it on aceount of 
labor costs or taxes, or what caused the spread! Why would cigarette 
paper be higher than, we will say, just any other plain paper? Is 
there more labor attached to it ? 

Mr. Mortrevpr. I really don’t know, sir. 

Senator Matonr. What is your judgment were those duties first 
based upon ¢ 

Mr. Mourtretpr. They were attempting, as the Tariff Act of 1930 
indicates, equalization of the costs of production. 

Senator Martone. In other words, if you wanted to put a plant in 
Georgia or in Wisconsin, under that policy where the differential in 
costs of labor, taxes, and all other fatcors are equalized by duty, all 
you would have to do is to determine whether yon could compete with 
other areas in the United States. 

Mr. Murtrerpr. That is correct. 

Senator Martone. Because the other was theoretically taken care of, 
foreign nations, through the equalization duty. You are not afraid of 
that kind of setup. 

Mr. Mortrevpr. Not at all. As I was going to say later, the position 
of our industry is not that we want high tariff walls. We ask only 
for an equal break in our own home market. 

Senator Martone. What you want, then, is a duty or a tariff adjus- 
able to the basis of fair and reasonable competition. 

Mr. Murtrevpt. That is correct. 

Senator Marone. If you had that, then that puts the imports on 
the basis of domestic production wherever you can produce it the 
cheapest, and that is competitive. 

Mr. Murtretpr. That is correct. 

Senator Martone. No one that I have seen—and I would be glad to 
have your opinion—is either for a high tariff or a low tariff. They 
are for that differential of fair and reasonable competition. 


WE WANT A FIGHTING CHANCE TO KEEP IN BUSINESS 


Mr. Murtrevpr. We want a fighting chance to keep in business. 

In addition to the 66 percent that our tariffs have already been re- 
duced, and we have been reduced down to 8.8 percent weighted aver- 
age duty, the present act, leaving out of consideration this short 
period moratorium on rate reduction, the present act still permits up 
to 50 percent cut in our tariffs without any reference to what Con- 
gress might want or thinks about the situation. It is purely up to the 
Executive. 

Seantor Matong. And without reference to what it might do to the 
industry. 

Mr. Morrreipr. That is correct. 

Senator Matone. You have no duty on the wood pulp at all, but you 
have a duty on the end product, newsprint, which is the paper itself. 
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Mr. Morrrevpr. There is no duty on newsprint, either, as an end 
product. 

Senator Matong. But you do have it on different grades of paper. 

Mr. Morrrevpr. Yes; all other grades of paper are under duty. 

Senator Matonr. Why was it abolished on newsprint and what 
effect has it had? 

Mr. Morrre.pr. I can’t tell you why except newsprint being pub- 
lishing is a pretty political issue and perhaps pressure from publishers 
and so forth. That is the only thing I can think of. As a result the 
newsprint industry moved out of this country. All the rest of us 
switched to other manufacture as more profitable. 

Senator Matone. In other words, in your opinion if the duty were 
taken off or further lowered on the type of paper that still has a duty, 
it would also move out of this country. 

Mr. Murrretpr. We would try to switch to something else. Of 
coruse there is a limit to what you can switch to. 

Senator Matone. Do you think that paper then practically all would 
be manufactured in other countries, just as newsprint now is? 

Mr. Murrrevpr. Certainly we would not stay in business if we could 
not make a profit. 

Senator Martone. Do you think that would be the effect ? 

Mr. Murrrevpr. I think it would be. 

Senator Matong. You see, we have reached the point where evasion 
isn’t going to help anybody, in my opinion. I am only 1 out of the 
96 Senators and only 1 out of 5 on this committee. If the men in the 
business evade it, there is not much that we can do. You are the one 
who has to make the case because you are in the business. 


PRESENT TARIFF PICTURE 


Mr. Mourtre.yvr. Speaking of the United States industry as a whole 
on their experience under the Trade Agreements Act, as your com- 
mittee no doubt knows, in 1934 for all commodities the weighted aver- 
age was about 41°percent tariff. That has been reduced to 12.2 per- 
cent as of now. Of course, the most significant part of that isn’t par- 
ticularly in the amount of the reduction but the fact that as far as we 
know this country has not received anything in return. In other 
words, we bargained away our rights without any reciprocal benefits 
as far as we know. 


WHAT CANADA HAS DONE ON PAPER AND PULP PRODUCTS 


Senator Matonr. Was it your testimony or Mr. Sheehy’s that when 
we made the paper and pulp agreement with Canada that there would 
be free trade, that they immediately placed an export tax. 

Mr. Morrretpr. Yes, I mentioned that. 

Senator Martone. What was it? It would be an import tax on their 
part. 

Mr. Murtrevpr. May I correct that? I will read right from our 
record on that. In 1911 Canada and the United States negotiated a 
reciprocal agreement to place newsprint on the free list. The United 
States Congress implemented this agreement. Parliament did not. 
Newsprint is now duty free coming into the United States, but dutiable 
at 1214 percent going into Canada. 








ae 
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I guess that is self-explanatory. I was wrong in indicating an 
export duty, which Ican do on another item. _ 

Senator Matone. Let us see if we have this correct. In 1911 a 
treaty was made with Canada, presumably a reciprocal trade treaty 
for free trade on newsprint, which was subject to approval by Con- 
gress and Parliament. 

Mr. Mourtrevpr. That is correct. 

Senator Matone. Congress approved it, which meant that the 
Canadian newsprint comes in duty free, and Parliament never did 
approve it and they still have a duty of 1214 percent on newsprint 
going into Canada. 

Mr. Mortretpr. Yes, sir. 

Senator Manone. Is that generally known among the people in 
your industry ? 

Mr. Mortrepr. It is probably not as well known as it should be. 

Senater Martone. As a matter of fact, is not that the record of all 
these trade agreements? Won’t the record show that through cur- 
rency manipulation and quotas and export and import licenses very 
little reciprocity is gained ? 

Mr. Mortreipr. That is correct. That is one of our big points. 

Senator Matone. Go ahead. 

Mr. Murrretpr. These are the points as we see them, as we view the 
tariff act as conducted by the State Department : 

First, that rates are reduced without reciprocal reduction in rates 
on the same commodities in other countries. We could understand 
that a little better, if we could reduce our rate on coated paper, if they 
would reduce the principal foreign supplying country’s rate on the 
same commodity. 

Senator Matonr. Let me ask you if this touches it in any way. In 
other words, if you have a higher wage and living standard in one 
country than another country, what country is benefited by free trade, 
even if they both live up to it? What country is benefited ? 

Mr. Mortrexpr. If there is free trade and a complete interchange 
of trade between the two countries, of course the country with the 
lowest wage rate benefits because they can sell it at a much lower price. 

Senator Matone. Was not the purpose of our duty and tariffs to 
start with to equalize age rates, taxes, and other factors? 

Mr. Mortrevpt. That is correct. 

Senator Matone. Suppose they live up to the agreements, are they 
good then? Should we continue to make such agreements even if 
other nations did live up to them? If that is your only objection I 
think you have missed the point. 

Mr. Morrtrevpr. I don’t follow you on that last. 

Senator Martone. That is what I am afraid of. In other words, 
any nation that has a lower living standard and lower wage rate and 
lower taxes, those factors are favorable to them. Up until 1934 we 
had a tariff or duty that made up that difference. 

Mr. Mortretpt. That is correct. 

Senator Martone. If you make a trade agreement with them that 
they will reduce their tariffs if you reduce yours, what difference does 
it make? Aren’t you the loser? 

Mr. Morrretpr. I see what youmean. The big factor has also to be 
taken into consideration in the making of your tariff. The wage 
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rates and other costs of production of your other country must be 
considered. 

Senator Martone. Of course they are taken into consideration by 
the Tariff Commission and by Congress if they are running them, but 
they are no longer running them. 

Mr. Murrrevpr. That is correct. 

Senator Matone. If your only objection is that they don’t live up 
to the trade agreements—— 

Mr. Murrretpr. No; that isn’t our only objection. I see your 
point. I meant to start with the premise that we want a fair break 
in our Own market so we can compete. 

Senator Matonr. How do you get it? 

Mr. Murrrevpr. We have to have an equalization of the costs of 
production. 

Senator Martone. How do you get that? 

Mr. Murtrevpr. Through tarifls. 

Senator Martone. Duties. 

Mr. Murrreipr. Duty rates. 

Senator Martone. As the Constitution of the United States 
mentions. 

Mr. Murrrevpr. That is correct. 

Senator Matonr. Why do you give the impression to the committee 
that if they lived up to their agreements it would be all right ? 

Mr. Murrrewpr. I didn’t intend to convey that. I was just criti- 
cizing— 

Senator Martone. I just wondered if it was contradictory. 

Mr. Morrrexpr. It isn’t contradictory to my mind. The basic 
premise is as you have stated it, that we want protection only to the 
point where we are given an equal opportunity in our home market. 
That is a must and a basic premise under the whole thing. 

Senator Matone. So if you go to a prospective investor, which all 
promoters of an enterprise have to do, and say that you can compete 
with other areas in the United States and make a profit on that in- 

vestment if you can finance it under a tariff system of fair and reason- 
able competition, fixing the duties and tariffs flexibly on the basis 
of fair and reasonable « competition, you don’t have to say also that 
we can compete with Sweden because that will be taken care of 
automatically. 

Mr. Murrrevpr. That is correct. 

Senator Matonr. What you are doing now is putting the low-cost 
countries back into the field, and the lower your wages and the lower 
your taxes and overhead in any country, the better fitted they are to 
serve the market under the system we have adopted. 

Mr. Murrrevpr. That is correct. 

Senator Martone. In other words, if you went to an investor and 
said under the free trade system we are going to produce newsprint, 
you would have to cover the entire 60 or 70 nations in the world one 
by one and see if they could beat you with their wage rate. 

Mr. Murrrerpr. That is right. 

Senator Matonr. That is what vou want to get away from? 

Mr. Murtrevor. Certainly. 
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Senator Matoner. I would like to see the industries of this country 
face the issue so when they come up with pet theories they face it 
headon. I would like to see you do it. I am trying to help you. 
Then it will come out in hashing it over in committee as to whether 
Congress wants to discontinue it or whether they want to preserve it. 
They have to have the evidence of what it is doing to your industry 
and to your employment and to your investors. So you just go right 
ahead in your own natural way and tell us. 

Mr. Mvrtrexpr. Of course, we, too, have seen the 66-percent reduc- 
tion take place in our tariffs, and the Government in making those 
reductions has made no apparent attempt to remove other restraints 
on international trade, which to our mind are much more important 
than tariffs, meaning currency restrictions, export embargoes, restric- 
tive licensing, and the like. 

Senator Matonr. How could our Government remove those restric 
tions from other nations ? 

Mr. Mourtrevpt. I think that could be part of any agreement that 
might be entered into—that if we are going to lower tariffs in a certain 
instance, then they certainly must not place an embargo on a like 
material. 

Senator Matone. In other words, what you are trying to say is that 
when you make an agreement through the State Department now—the 
Executive—it becomes effective; and if embargoes and export licenses 
and manipulations of that nation’s currency are not prohibited or 
compensated for in the agreement, then we are lost because we cannot 
change the agreement. 


ACTION TAKEN BY CANADA NEGATED RECIPROCAL TRADE AGREEMENT 


Mr. Mourrrevpr. Right. We have a specific case in point. We 
entered into a reciprocal trade agreement with Canada on kraft paper, 
lowered our tariffs, and Canada turned around on the effective date— 
they didn’t wait a day afterward—and placed an embargo on all im- 
ports of kraft, completely negativing the so-called reciprocal trade 
agreement. 

Senator Martone. Are not our officials aware of that fact? 

Mr. Morrtrevpr. I don’t think they seem to be concerned. They are 
just concerned about the United States in general. 

Senator Matone. If they are aware of that and they are not con- 
cerned with it, then must not the objective be to level our living stand- 
ards and wages and to have one economic world. 

Mr. Murtriepr. We suspect that; yes. 

Senator Marone. In other words, they have no concern whether our 
oods go into Canada or not; they only want to let Canadian goods in 
ere. 

Mr. Mortrexpr. It seems to be that because in comparing our duty 
rates to Canada’s on some 150 items—those are not separate grades of 
ge 

enator Matonr. Then why do we need to go through all the throes 
of an agreement? Could not we just lower the tariff and let it alone 
if it had the same effect ? 
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Mr. Murtretpr. About the same effect. That is all that has been 
done anyway. 

Senator Matonr. The agreements, then, in your opinion—these 
laborious trade agreements that we enter into—are all paper. All we 
need to do to get the effect we ac tually gain is just to lower our tariffs. 

Mr. Murtreipr. That is what we feel has taken place. 

Senator Matonr. I suppose you saw the paper this morning. One 
of the headlines is that Som) has been accepted into the fold. The 
United Kingdom, Australia, and France voted against it, but we voted 
for it. ‘That means that they have all the advantages under the most- 
favored-nation clause without entering into any agreements at all, 
does it not? 

Mr. Mortrevpr. That favored-nations clause is of great concern to 
us. It is one of the main points we were going to make. We were 

lad to see the publicity on that in the current Life magazine which 
Mr. Holderer showed to me yesterday. That is the first publicity 
we have seen calling attention to the fact that when 

Senator Matone. Does the article favor it? 

Mr. Mourtrevpr. It calls attention to the serious repercussions that 
could occur from a tariff being made with 1 country, let’s assume for 
the moment on quite a legitimate basis, and then immediately upon 
the effective date it is generalized to 30 other countries which could 
not enter into such agreements on their own. 

Senator Martone. That is effective in every case. We made a petro- 
leum agreement with Venezuela. That means the Middle East oil 
comes in under the same provision. There probably would be a limit 
to how much Venezuela could produce, but there is no limit on how 
much the Middle East can produce. It is the first article in Time or 
Life magazine that opposes the free-trade principle, if this does. 

Mr. Mourrrexpr. It calls attention to two things. It is for inter- 
national trade, but it does point out the two things, that currency 
manipulation has winatieel international trade, an this favored- 
nations clause repercussion. 

Senator Martone. I have not read the article, but my counsel ad- 
vises me that the whole tone of the agreement is for free trade. 

Mr. Mourrrevpr. I don’t mean we subscribe to the entire article. We 
just say that we were glad to see in print somebody calling the public’s 
attention to what the most-favored-nations clause means and how 
currency manipulations and lack of convertibility can affect inter- 
national trade adversely. 

“ Senator Martone. For 7 years I have been doing that on the Senate 
oor. 

Mr. Apterman. You were talking about the part played by Hjal- 
mar Schact in formulating currency controls, sat so forth, which gave 
birth to the restrictions that were put on, and so forth. 

Mr. Murrrexpr. Yes. 

Senator Marone. I will read this paragraph from the issue of 
January 4, on page 54. After a considerable discussion it says: 

These did their most destructive work in the thirties. Hjalmar Schacht, the 


Nazi genius, showed how one rebel nation could prey on the comity of the rest. 
His ruthless devices for controlling German trade and money were refinements 
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on the desperate methods discovered by the belligerents of World War I and 
examples for the still stricter controls of World War II. Chief among them 
were the rationing of foreign exchange, the quantitative import quota and the 
Government monopoly of trade in key commodities. 

And I could add, the manipulation of money values setting value on 
the money in dollars above the market price. That is what practically 
every Nation in the world is using against us today. The only way 
of combating it is to take the profit out of it. The only thing that 
will take the profit out of sweatshop labor and the manipulation of 
currency values is a tariff or an import fee adjustable as they adjust 
the values of their currency and subsidize their exports. It is the only 
weapon we have, in the opinion of many, including the chairman of 
this committee, but I am only 1 out of the 96 and I want to have 
the record complete on both sides from testimony of representatives 
of industry and labor or workingmen to show what the effect is. 

Breaking into the article at another point on page 58 of the same 
issue : 

Such a bargain could not be struck, and should probably net be attempted, 
between the United States and every other nation in the free world. This brings 
up still another feature of the RTA system which inhibits meaningful trade 
bargaining. This is our unrealistic use of an excellent principle, that of the 
most-favored nation. Each tariff concession we make to any nation is imme- 
diately “generalized” to about 30 other nations, many of whom do not deserve 
it and could not qualify for the kind of bargaining here described. If we are to 
put an end to discrimination, we must ourselves discriminate in favor of those 
who are willing to end it. This suggests a double or multiple column United 
States tariff, the most generous column being reserved for like-minded nations 
whose citizens would trade freely with us and with each other and among whom 
the most-favored-nation clause would regain meaning. They would be the 
expanding nucleus of a convertible, no-quota, low-tariff free world. 

I presume that this magazine and this article would favor that 
agreement made with Canada because that is an agreement made 
directly with a nation, and not taking advantage of the most-favored- 
nation clause. But it doesn’t matter how you sugar it or how you 
change and shift the burden, the taxpayer is still underneath it all, 
and the workingman and the investor. 

In other words, as someone said, whether you stand up in the stir- 
rups or sit down in the saddle, the weight is still on the horse. Go 
ahead. 

Mr. Murtretpr. What we feel in essence, with this background of 
our experience under the Trade Agreements Act of 1934 as extended, 
we would like to see the Trade Agreements Act extensions come to an 
end. We feel there is an immediate need for Congress then to step 
in and clearly define the tariff policy for the United States. 

Senator Matone. Do you not think they have already done that in 
section 336 of the 1930 Tariff Act? 

Mr. Mortrexpr. I think we think they have gone quite a way, but 
we think it could be more clearly stated, for example, outlining the 

olicy outlining the result attempted to be accomplished by tariffs. 
erhaps they have done that in mentioning the equalization of the 
costs of production. 

Senator Martone. It gives definite instructions to the Tariff Com- 
mission that they recommend a tariff that makes up that differential 
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between the cost of producing an article here and a like article or that 
same article in the chief competitive nation. How would you improve 
that very much? 

Then they recommend to the President that that be the tariff. That 
is the 1930 tariff act. 

Mr. Murtreipr. We also feel that perhaps it would be pertinent to 
note that of course in the present form the Trade Agreements Act does 
not establish reciprocity as a guide for the executive department at all. 

Senator Martone. Does the word “reciprocity” enter into it? 

Mr. Murtrevpr. It doesn’t exist in the act. 

Senator Martone. Reciprocal trade is not included in the act, is it? 

Mr. Morrrevpr. I have read the act just within the last 2 days and I 
don’t find it there. 

Senator Matone. Is that the first time you have read it? 

Mr. Murrrewvpr. No, sir. 

Senator Martone. It has been going on 21 years. 

Mr. Murrrevpr. I haven’t read it that long ago, but I have read it 
before. 

Senator Marone. Section 336 of the 1930 Tariff Act is headed 
“Equalization of Costs of Production.” Isn’t that what you are talk- 
ing about? 

Mr. Murrrevpr. Yes, sir. 

Senator Matonr. It says that in order to put into force and effect 
the policy of Congress that this act intended—that is what you are 
talking about, the policy of Congress: 

The Commission (1) upon request of the President, or (2) upon resolution of 
either or both Houses of Congress, or (3) upon its own motion, or (4) when 


in the judgment of the Commission there is good and sufficient reason therefore, 
upon application of any interested party— 


that takes in about everything, does it not— 


shall investigate the differences in the costs of production of any domestic article 
and of any lile or similar foreign article. In the course of the investigation the 
Commission shall hold hearings and give reasonable public notice thereof, and 
shall afford reasonable opportunity for parties interested to be present, to pro- 
duce evidence, and to be heard at such hearings. The Commission is authorized 
to adopt such reasonable procedure and rules and regulations as it deems 
necessary to substitute its function under this section— 


Do you think you could improve that section ? 

Mr. Murrrevpr. I wouldn’t want to try right now. I think that 
is a pretty good statement. 

Senator Mavone (reading) : 


This Commission shall report to the President the results of the investigation 
and its findings with respect to such differences in costs of production. If the 
Commission finds it shown by the investigation that the duties expressly fixed by 
statute do not equalize the differences in costs of production of the domestic 
article and a like or similar foreign article when produced in the principal 
competing country, the Commission shall specify in its report such increases 
or decreases ,in rates of duty expressly fixed by statute (including any necessary 
change in classification) as it finds shown by the investigation to be necessary to 
equalize such differences. In no case— 


this is the limitation— 


shall the total increase or decrease of such rates of duty exceed 50 percent of the 
rates expressly fixed by statute. 
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It goes on to say then when they have reached this change, under 
paragraph (c) of section 336: 

Proclamation by the President: The President shall by proclamation approve 
the rates of duty and changes in classification and in basis of value specified in 
any report of the Commission under this section, if in his judgment such rates 
of duty and changes are shown by such investigation of the ( mmission to be 
necessary to equalize such differences in cost of production. 

I would only disagree with this that it is a congressional ee 
bility by Constitution of the United States and therefore should not 
be referred to the President, but as long as it is, if in his judgment 
they are correct, he makes it a part of the law. It would be hard to 
make the policy of Congress any clearer. That is the law at the 
present moment on any product the minute this act is not extended 
beyond June 12, 1954. It would have been the case any time during 
the last 21 years, 

Mr. Murrrevpr. Yes. 

Senator MaLong. So all we have done is abrogate our constitutional 
responsibility and put it in the hands of the Executive, whose avowed 
intention is to divide the markets of the United States of America. 
I am not talking about the present President. I am talking about 
the 20 years that this has gone on. He has a committee now, the 
Randall Committee, which is studying this question to see what he 
should do. Some of us have our ideas about what the Randall Com- 
mittee is about to do, but that will be evident in a couple of months, 
whatever it is. 

We have an act to amend the Tariff Act of 1930, passed June 12, 
1934, and already has been extended each 3 years upon its expiration 
date, until 1951 when we cut it to 2 years, and this year for 1 year. 
It expires now on June 12, 1954. What is it for? The heading of 
part II] is, “Promotion of Foreign Trade.” In other words, they 
can bring in the entire national good relating to foreign nations and 
international policy and the creation of foreign trade. If it abolishes 
one industry and creates another, or maintains another or promotes 
the growth of another, that is the judgment of the Executive. It is 
not confined to economics. There is the political factor entering into 
it. Nowhere does it refer to reciprocal trade or anything reciprocal. 

Mr. Murtretpr. There were several other things that we were going 
to suggest for possible inclusion in an act if Congress sees fit to 
rewrite the present Tariff Act after the Trade Agreements Act comes 
to an end, Seater it would be best just to put this into evidence. 

Senator Matone. I would like very much to have it. What are 
some of the main points that it would cover, just roughly ? 

Mr. Murtrevpr. Roughly, for example, recognizing the importance 
of currency controls, export embargoes, and the like. Certainly those 
should be bargained away in any trade agreement that you would 
enter into with any foreign country. 

Senator Martone. We are not talking about trade agreements. 

Mr. Mourtreipr. Our Government wouldn’t be entering into trade 
negotiations at all. 

Senator Martone. I don’t say that. That would be up to Congress. 
But there is nothing in the present Tariff Act that talks about trade 
agreements. 
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Mr. Mourtrevpr. That is true. It is just under this section setting 
up the Trade Agreements Act. 

Senator Matone. So why would you bring it all up again and start 
talking about trade : agreements? 

Mr. Murrrewpr. I guess it is on our assumption that in any new 
act of C ongress there would be some provision for talking with foreign 
countries relative to their tariffs. 

Senator Manone. We have that. The Tariff Commission is the act 
of Congress, and all they do is to secure the information from these 
foreign countries and fix the tariff accordingly. If they want to 
manipul: ite their currency or subsidize it, they can compensate for that. 

Mr. Morrrevor, You think the Tariff Commission is sufficiently 
directed by Congress to watch out for these barriers ? 

Senator Martone. You certainly would not want to insert a trade 
agreement in it, would you ? 

Mr. Murrrevpr. No. 

Senator Matonr. You would have the Tariff Commission making 
trade agreements. 

Mr. Murtrevpr. Not at all. I see your point. You are saying to 
leave it to Congress to decide what the policy and so forth should be. 


INTERNATIONAL TRADE POSITION OF AMERICAN PAPER & PULP 
ASSOCIATION 


Senator Martone. The suggestion you might have to improve and 
tighten the work of the Tar iff Commission would be ver y welcome and 
I think helpful. 


Mr. Murrrevpr. I think that is what these are. Why don’t I put 


these into evidence with your permission, Senator. I would like to 
explain first that the papers that we have had with your committee, 
with Mr. Holderer, prior to our sppearance here, are not in exactly 
the form that we would like to have had them if we had not appeared 
on such short notice. 

Senator Matonz. Why don’t we accept the booklet entitled “A 
Study of Community Dependency on the Paper and Pulp Industry, 
American Paper & Pulp Association, 1953,” as an exhibit. 

Mr. Murrrevpr. That is what we wish. 

Senator Martone. That is exhibit No. 1. 

(The document referred to was marked exhibit No. 1 and filed with 
the committee. ) 

Mr. Mortrevpr. Then we have another which we will call exhibit 
No. 2, which gives an analysis of duty rates on paper and paperboard, 
including all grades of paper and gives our current rates as well as our 
rates under the original act. 

Senator Matonr. We will make this a part of the record instead of 
an exhibit. We will make it a part of your testimony at this point. 

(The document referred to follows :) 
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Mr. Murrretpr. Then I thought it might be of interest to your com- 
mittee—as I said we did not have time to prepare especially for your 
committee as we certainly would have if we had had a little more time, 
but we have the letter here which we wrote to the Randall Commission 
on November 24, 1953, and it sets out quite in the same manner as I 
have set it out today our opinion on the industry. 

Senator Mavone. I would like to make this document a part of 
the record at this point as a part of your testimony. 

(The document referred to follows :) 


AMERICAN PAPER AND PULP ASSOCIATION, 
New York, N. Y., November 24, 1953. 


To the Commission on Foreign Economic Policy: 


The American Paper and Pulp Association, representing the paper and pulp 
industry in the United States, is pleased to have the opportunity to make a brief 
statement to assist in the important task of your Commission. Our approach is 
with full realization of the magnitude of the problem and we are mindful of your 
request that “the position of our organization be taken not narrowly, but on the 
high plane of the welfare of the United States as a whole.” (See appendix A, 
Brief Outline of Salient Facts on the United States Paper and Pulp Industry.) 

Our beliefs are based on the fundamental premise that the sovereignty of the 
United States, its national security and the soundness of its economy, constitute 
the greatest bulwark to the future security of the free world and the only hope 
for lasting peace. Hence, our first consideration must be the preservation of that 
bulwark and that hope. But next, from this secure and sound base we must 
strive for every action which will strengthen the free-world front against com- 
munism, 

We do not presume to address ourselves to the general problem of “total 
foreign policy.” Rather, our statement concerns “the subjects of international 
trade and its enlargement consistent with a sound domestic economy, our foreign 
economic policy and trade aspects of our national security” as those are affected 
by and contributed to by the paper and pulp industry. 

In essence, the United States paper and pulp industry believes : 


1. DEVELOPMENT OF INTERNATIONAL TRADE 


Enlargement of international trade among free nations is a sound objective 
which can be accomplished, but which must be effected only within a framework 
which recognizes the necessity of maintaining a high level of production and 
employment in a solvent, sound, and expanding economy in the United States. 


2. REMOVAL OF TRADE BARRIERS 


The enlargement of international trade is dependent, to a great degree, upon 
removal of trade barriers which prevent the free flow of goods among free 
nations. The most fundamental of these barriers are foreign currency restric- 
tions, export embargoes, restrictive licensing, and other bureaucratic actions 
over which the United States has little, if any control. A comparatively minor 
barrier is the United States tariff upon imports. Removal of all or part of United 
States tariff duties without the prior or coneurrent removal of these more 
fundamental barriers would be of no appreciable value in increasing international 
trade and might well sacrifice the soundness of at least certain segments of our 
domestic economy. 

8. LACK OF DEFINITE TARIFF POLICY 


The immediate need for a definite United States tariff policy, recognizing the 
above principles and providing a procedure for their implementation, is impera- 
tive. For the past 20 years, the lack of such a legislated policy has resulted in 
reduction of United States tariff duties to a low level without any material 
reciprocal benefits inuring to the United States. (The average United States 
tariff duty on dutiable papers—excluding duty-free newsprint and pulp—is only 
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&.81 percent, representing a reduction of 66 percent since 1934. The average 
United States duty on all other commodities is 12.2 percent. (See appendix B.) 
It has also produced numerous situations unfair to American industry as 
clearly illustrated by instances experienced by the paper industry, enumerated 
in appendix C, which is a statement of our association filed with the House 
Ways and Means Committee in May 1953. Trade agreements, based on tem- 
porary legislation, have subjected industry to recurring crises of extensions 
with their attendant variations according to current political weather and the 
inequalities which result from makeshift legislation. Thus, we firmly believe 
that such a United States tariff policy should be enacted by Congress promptly 
upon receipt of your Commission’s report. (See appendix C, Statement of Our 
Industry as Presented to the House Ways and Means Committee in May 1953.) 


4. ENACTMENT OF A DEFINITE UNITED STATES TARIFF POLICY 


A definite United States tariff policy to be recommended for enactment by 
Congress should, in our opinion, include a statement of policy outlining the 
results intended to be accomplished by tariffs, specific criteria for the determi- 
nation of rates calculated to produce such results, a mechanism for delegating, 
under proper safeguards, the job of determining specific rates to an agency 
established by Congress and the establishment of a definite quantitative limit 
on the rates of duty which can be negotiated without further congressional 
action. (See appendix D for specific points recommended for inclusion in a 
new tariff policy.) 

5. INTERIM LEGISLATION 


Temporary continuance of the Reciprocal Trade Agreements Act, pending 
removal of fundamental trade restrictions and formulation of a definite United 
States tariff policy, may be found to be necessary. The continuance of such 
legislation during an interim period would serve to lend a semblance of stability 
und continue United States leadership in the field of international trade. If the 
Reciprocal Trade Agreements Act is to be extended during such interim period, 
we urge the inclusion in such act of the major provisions recommended in para- 
graph 4 above and in appendix C relative to the enactment of a definite United 
States tariff policy. 


6. INTERNATIONAL TRADE EXPERIENCE OF UNITED STATES PAPER AND PULP INDUSTRY 


The international trade experience of the United States paper and pulp 
industry during the past 20 years has been extensive in both free trade and 
protected trade and is a record which can provide your Commission with an 
excellent and perhaps the best example of the application and effect of past 
unsound tariff policy, or lack of tariff policy, on a major United States industry. 
The stagnation of United States newsprint production is an important part of 
this history. Complete and accurate records, maintained by our permanent 
import committee, are available to you. 

Respectfully submitted. 

AMERICAN PAPER AND PULP ASSOCIATION, 
By E. W. TINKER. 


APPENDIX A 
SALIENT Facts ON THE UNITED STATES PAPER AND PULP INDUSTRY 


(a) The United States paper and pulp industry ranks sixth in size in American 
industry with a current annual sales volume of $7 billion. 

(b) The United States Government’s action during World War II and during 
other emergency periods has clearly indicated its belief that a sound domestic 
paper industry is essential to the welfare of the United States as a whole. 
(See “A Study of Community Dependency on the Paper and Pulp Industry, 
1953 edition” attached). 

(c) Imports of paper and pulp in 1952 were 8.1 percent of the total of all com- 
modities imported into the United States. Exports of paper and pulp in 1952 
were 1.2 percent of total exports. During 1952, the volume of paper and pulp 
imports amounted to $871,305,829, exports to $186,906,048. Thus, the paper 
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and pulp industry has contributed and is contributing more to international trade 
than any other industry. These figures include newsprint and pulp, which are 
considered by our association as an integral part of our total industry. 

(d) Paper is a truly international commodity, both in use and in method 
of manufacture. It is used in every country of the world. It is manufactured in 
nearly every country where the basic raw material (chiefly coniferous wood) 
is available. Paper was invented by the Chinese, brought to the West by 
Turks, first made in Europe by Spaniards; the basic machine by which it is 
made was invented by a Frenchman, perfected and first used in England. 
One of the major processes for producing pulp was invented in Sweden, perfected 
in the United States; another invented in the United States and perfected in 
Sweden. Probably the newest paper machine in the world is in Finland. It was 
made in the United States. Unlike most manufactured commodities, productivity 
of labor is identical (given comparable size and speed of machines) in all coun- 
tries—England, Russia, Canada, Finland, China—it makes no difference. There 
is little opportunity to offset foreign lower-wage rates as the result of higher 
productivity in the United States. The largest paper machine in the world is not 
in the United States, nor in Canada. High-speed machines exist in all paper- 
making countries. The country with the newest machine probably has the fastest. 
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APPENDIX O 


TARIFFS AND INTERNATIONAL TRADE—THE POSITION OF THE PAPER AND PULP 
INDUSTRY 


The paper and pulp industry of the United States believes that its position in 
the economy of this country, its character, its experience with tariff matters, and 
its position in international trade renders its opinions on tariff matters of par- 
ticular value. 

This is why it believes so: 

The paper industry ranks sixth in size in all American industry. Its products 
are essential to the United States in peacetime and in war. Paper was officially 
declared in World War II to be an essential commodity. 

Paper is a truly international commodity, both in use and in method of manu- 
facture. It is used in every country of the world. It is manufactured in nearly 
every country where the basic raw material (chiefly coniferous wood) is avail- 
able. Paper was invented by the Chinese, brought to the West by Turks, first 
made in Europe by Spaniards; the basic machine by which it was invented by a 
Frenchman, perfected and first used in England. One of the major processes for 
producing pulp was invented in Sweden, perfected in the United States; another 
invented in the United States and perfected in Sweden. Probably the newest 
paper machine in the world is in Finland. It was made in the United States. 
Unlike most manufactured commodities, productivity of labor is identical (given 
comparable size and speed of machines) in all countries—England, Russia, Can- 
ada, Finland, China—it makes no difference. The largest paper machine in the 
world is not in the United States nor in Canada. High-speed machines exist in 
all papermaking countries. The country with the newest machine probably has 
the fastest. 

The paper industry knows about free trade and knows about tariff-protected 
trae. In 1913 newsprint was made duty free. At that time the United States 
was more than 75 percent self-sufficient in newsprint. Today 75 percent or more 
of its requirements come from abroad. All other grades of paper are dutiable at 
various rates. In all other grades of paper the United States is self-sufficient. 

The paper industry’s market (paper, pulp, and pulpwood) imports six times as 
much as the industry exports. 

These are the reasons the paper industry believes it can speak with authority 
on tariff matters. It is important to the national economy. It has experience 
with both free and protected trade. It pays, as all taxpayers do, its full share of 
foreign aid and contributes more proportionately to foreign trade than any other 
industry. 

The paper and pulp industry of the United States believes that it is high time 
the country had a tariff policy, established by Congress, which, under the Consti- 
tution, has the sole right and, with it, the duty to establish one. 

This is why it believe so. 

At present the United States has no tariff policy. Tariff rates are set by the 
President by agreement with foreign nations under a law which permits cuts in 
tariff rates up to 75 percent from those last established by Congress. 

The act was passed to help ameliorate a depression by permitting reduction of 
tariffs from the high level rates of the 1930 act toward the levels of the Tariff Act 
of 1913. The depression is gone. Current tariff rates average a third as much 
as in 1913. There remains nothing to be done under the act in conformity with 
the expressed intent of Congress, but the power further to reduce rates persists 
without any congressional statement of policy as to whether tariffs should be 
further reduced, and if so, why. 

The slogan “Trade, not aid” is not a satisfactory substitute for a tariff policy, 
although it may become one if Congress fails to determine a policy. Its fault 
is the same as the fault of the present so-called Reciprocal Trade Act. All it 
does is blindly to foster reduction in tariffs without giving any answer to the 
pertinent questions: under what circumstances ; to accomplish what result ; with 
what, if any, restrictions? 

Based upon the paper industry’s experience, here are some of the results of 
the absence of a policy. 





I. TARIFF REDUCTIONS GO FURTHER THAN CONGRESS INTENDED 


The Reciprocal Trade Act was supposed to bring duties down toward (not 
below) the rates of the act of 1913. Under the 1913 act average duty rates on 
dutiable paper were 22 percent. Today they are under 8 percent. 
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Il. REDUCTIONS IN TARIFFS. ARE MADE WITHOUT ANY APPARENT REFERENCE TO THE 
DIFFERING LEVELS PREVAILING FOR DIFFERENT INDUSTRIES FROM WHICH REDUCTIONS 
ARE MADE 


Rates on all commodities and on paper have been reduced roughly by two- 
thirds on the average. ‘This would appear to presume that all industries had 
tariff rates at approximately the same level at the beginning of the program of 
reduction. The fact is that at the time of the passage of the Reciprocal Trade 
Avreenients Act the average duty on all dutiable commodities was 41 percent 
while on dutiable paper it was 26 percent. 


Il DUTIES ARE CUT WITHOUT REFERENCE TO AN INDUSTRY'S EXISTING CONTRIBUTION 
rO INTERNATIONAL TRADI 


The paper industry’s market in the United States has always bought more 
from abroad than the industry sells abroad. Currently this export-import 
balance, “unfavorable” to the United States and “favorable” to foreign countries, 
amounts to approximately three-fourths of a billion dollars a year. Yet the 
industry's tariff protection has been cut to a level of 30 percent below that of 
all commodities. 


IV. TARIFF RATES ARE CUT AT THE INSTANCE OF ONE FOREIGN COUNTRY, WHILE THE 
BENEFITS INURE TO ANOTHER 


Che United States reduced the tariff on cigarette paper in an agreement with 
Italy. Imports of cigarette paper come almost entirely from France. 


Vv. RATES ARE REDUCED IN EXCHANGE FOR CONCESSIONS WHICH DO NOT MATERIALIZE 


In 1911 Canada and the United States negotiated a reciprocal agreement to 
place newsprint on the free list. Congress implemented the agreement- 
Parliament did not. Newsprint is now duty free in the United States but 
dutiable at 12% percent in Canada. In an agreement under the Reciprocal) 
Trade Act, Canada cut its duty rate on kraft paper in exchange for other con- 
cessions by the United States. On the effective day of the duty reduction 
Canada placed an embargo on all imports of kraft paper. The United States 
went through with its concessions. 


VI. RATES ARE REDUCED WITHOUT RECIPROCAL REDUCTIONS IN RATES ON THE SAME 
COMMODITIES IN OTHER COUNTRIES 


Canada and the United States duty rates on paper (except newsprint) used to 
be about thesame. Today Canada’s rates average about three times those of the 
United States. 


VIl. REDUCTIONS WHICH COULD BE USED TO NEGOTIATE THE REMOVAL OF OTHER RE- 
STRAINTS ON INTERNATIONAL TRADE ARE MADE WITHOUT DOING SO 


Export of Crown lands pulpwood (from which paper is made) from Canada 
is limited, taxed, subject to differential freight rates and threatened with em- 
bargo. The duty rates have been reduced onp aper without any apparent effort to 
clear up these more serious restrains in trade. 


VIII. NO ACCOUNT IS TAKEN OF THE DIFFERENCES IN ABILITY OF INDUSTRIES TO 
COMPETE WITH THEIR FOREIGN COUNTERPARTS HAVING LOWER LABOR RATES 


Mass production of automobiles in the United States creates productivity per 
employee enough higher than in foreign countries to offset the foreign countries’ 
lower labor rates. This may be true of most United States industries, but it is 
untrue as to paper. Productivity per man per hour in paper is the same in any 
country because all countries use the identical techniques and machinery. There 
is no ability to offset foreign lower wage rates as the result of higher productivity 
in the United States. Tariff reductions on glassine and greaseproof paper, for 
example, have been carried to the point where such papers made in Austria are 
being sold in the United States, duty paid, at less than the cost of domestic pro- 
duction. 

All of the things listed above have happened in the absence of a tariff policy. 
Many more equally illogical things which have happened could be listed. It 
is inconceivable that all (if any) of them would have been incorporated as 
desirable in any statement of tariff policy for the United States. 

We believe: 
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The paper industry believes that in the absence of a national tariff policy, 
much of the country’s ability to reduce restrictions on trade throughout the world 
has been dissipated. It believes that there is no valid reason why this dis- 
sipation of trading power should be permitted to continue. It believes that 
Congress should permit the Reciprocal Trade Agreements Act to expire but that 
it should keep the tariff rates and other terms of existing agreements made under 
the Reciprocal Trade Agreements Act in effect pending future legislation on 
tariff matters. It believes that Congress should undertake a careful study look- 
ing toward the establishment of a definite tariff policy for the United States. 
That policy should include a statement of results intended to the accomplished by 
tariffs, specific criteria for the determination of rates calculated to produce 
such results, and a mechanism for delegating, under proper safeguards, the job 
of determining specific rates to an agency established by Congress. Such action 
by Congress would fulfill its constitutional mandate to determine tariff matters 
Nothing short of such action would do so. 


APPENDIx D 
STANDARDS OF POLICY FOR EXERCISE OF DELEGATED RATE-FIXING POWER 
1. TRUE AND MANDATORY RECIPROCITY 


The fundamental principle underlying delegation of rate-fixing power has 
been that a tariff should not be unilateral; that through trade agreements it 
should be at least bilateral and probably multilateral. 

Inherent in any such idea must be the concept of reciprocity—the thought 
that for what is bargained away, an equivalent is obtained in return. This is 
so basic that a tariff involved through agreement is usually referred to as a 
reciprocal tariff. But in its present form the Trade Agreements Act does not 
establish reciprocity as a guide which the executive department must follow or 
which must even be considered as a factor. Such a standard should be clearly 
stated before the delegated power is permitted to be further exercised. 


(a) As to foreign-tariff rates, import quotas, and restrictions 

Reciprocity should require not merely that any trade agreement as a whole 
obtain some concessions in return for those granted, but that an industry whose 
domestic market is opened to foreign competition by a lowering of the United 
States tariff on its products, receive some comparable concession to enable it to 
compete for foreign markets not only in the country which is the major foreign 
supplier, but also in any other potential foreign market. 

This requirement is well exemplified by one situation in the paper industry. 
In the 23 basic classifications of paper and paperboard, the duty on 22 of these 
23 classifications has been reduced at least once by “reciprocal” agreements. 
However, in regard to duties imposed on these 22 items by the principal foreign 
supplying country of each, we find only 2 instances where such duties are as low 
as rates conceded by the United States. (See Appendix B.) This means that 
the measure of free trade supposedly accomplished by such agreements is free in 
only one direction. The basic premise of duty reduction is thus contradicted 
unless and until the foreign tariff barrier is adjusted to permit the same free 
flow in both directions. 

Such a situation produces a trading off of one domestic industry for another, 
and leads to an uneven spread of the sacrifice made in the name of free trade. 
This also is demonstrated by the experience of the paper industry. Before the 
first Trade Agreements Act, the average duty on all dutiable items was 41 percent, 
ad valorem, and by August 1952 this had been reduced by trade agreements to 
12.8 percent. But in the paper industry, the comparable average duty was 26 
percent before trade agreements, and in 1952 had been reduced to 8.8 percent. 
It is apparent that the paper industry has thus suffered duty reductions far 
more drastic than domestic industry as a whole. 

Import duties are not the only barrier which can be erected by a foreign 
nation to impair the flow of our goods into that country. Import quotas, or 
taxes upon sale or use of imported goods constitute equally effective restrictions 
on free trade. In any workable standard of reciprocity these barriers must be 
classed with foreign import duties. 

To remedy the “one way free trade” type of trade agreement which has re- 
sulted from lack of any sufficiently definite legislative standard of reciprocity, 
any future enactment of a tariff policy should provide that the duty, import 
quotas and similar restrictions imposed by the country which is the principal 
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foreign supplier of a product and by those countries in which important potential 
markets exist shall be a major, if not governing, factor in determining what 
coneession, if any, shall be made on the United States duty on that item. 


(b) As to export duties and restrictions 

Although the international trade barrier most commonly recognized as such 
is the import duty, nevertheless an export duty is equally an impediment to the 
free flow of trade between nations and an export restriction may be even greater 
harrier. An export quota or export embargo does more than discourage—it 
prohibits in whole or in part. 

Obviously there is no sense in our permitting a certain item to enter the 
United States advantageously or even duty free if the foreign nation producing 
that item prohibits its export to us. Similarly if we permit a finished product 
to be admitted favorably or free and the producing nation prohibits export of 
a major raw component of that product, the domestic and foreign manufac- 
turers of the product cannot be in that free competition envisioned by advocates 
of free trade. There must be reciprocity in raw (or partially processed) com- 
ponents as well as finished product. 

Again, the paper industry has suffered not only from export restrictions, but 
also from the threat of export embargo in the very near future. Canadian 
pulpwood, a raw component of fine papers, is a striking example. While our 
tariff duty on sueh papers has been lowered through trade agreements, re- 
strictions on export of the basic raw material from which such papers are 
made, have continued and increased on the other side of the border. In On- 
tario a dollar-a-cord duty is imposed upon export of the more desirable species 
of wood cut from Crown lands, and freight rates on exportable wood are some 
20 to 35 percent higher than on wood for use within Canada. Definite export 
quota on Crown wood from Ontario are in force and all export permits, the 
last of which expire in 1957, are officially stated to be nonrenewable. 

The present law recognizes the danger inherent in this specific situation, and 
in paragraph 1401 of schedule 14 empowers the President to negotiate for re- 
moval of such export impediments and provides for a high duty on certain 
finished paper if the negotiations fail. To implement the principle of reciproc- 
ity this provision should be made mandatory. 


(¢) As to currency control and manipulation 


Inherent in the concept of freedom of trade is the hypothesis of interchange- 
ability of currencies. Since the currencies of most of those countries with 
whom we would wish to increase our two-way trade are deflated, their govern- 
ments have resorted to artificial and controlled exchange rates usually inter- 
woven with export restrictions and licenses as detailed above. By such devices, 
United States dollars acquired by selling to the United States are diverted to 
trade with other nondollar countries and are not used for purchasing in the 
United States. Such currency control should be specifically recognized as a 
trade barrier to be bargained out of existence whenever possible as a considera- 
tion of the lowering of a United States import duty. 


2. PROTECTION OF THE ECONOMY OF THE UNITED STATES 


The paper and pulp industry does not speak for a “protective tariff” in the 
historical sense. It is concerned with tariff protection only to the point where 
this is necessary to protect the soundness of the economy of the United States. 
This requires merely that the domestic manufacturer be provided with an oppor- 
tunity to compete in his home market on equal type terms with the major foreign 
producer. Under such a policy, the type and degree of protection provided under 
existing law through the peril-point clause would, of course, necessarily become 
mandatory. All duty rates established under such a policy should be specifically 
subject to revision in the event that injury to domestic industry ensues to an 
extent which indicates that the duty rate had been established at an improperly 
low level. 


3. BARGAINING WITH MAJOR FOREIGN PRODUCER—-MOST-FAVORED-NATION CLAUSE 


The type of protection outlined in 2 above, to which American industry is en- 
titled, is protection against an unfair advantage of a major foreign producer. 
If a trade agreement is made with the nation which is the major foreign pro- 
ducer, then, under the above concept, the required protection would be afforded. 
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But if the bargaining is with a nation which is a minor foreign producer, any 
concession made by United States automatically inures to the benefit of the 
country which is the major producer under the most-favored-nation clause. The 
nation which is the major producer need give nothing in return, and the United 
States industry has lost its opportunity to compete with the major foreign 
producer on equal terms. The paper industry has experienced this in at least one 
instance. 

To prevent this, the tariff policy should definitely state that a United States 
tariff duty should not be lowered except in an agreement which includes the 
nation which is the principal foreign producer of the item involved, or in which 
agreement the foreign nation lowers its tariff to an equivalent level. In view 
of the multilateral negotiating usually done, this will give the required pro- 
tection without complicating the procedure. 


4. QUANTITATIVE LIMITS ON RATE REDUCTION 


The above long-range policy obviously contemplates eventual rate reduction 
to the minimum permissible under the principle of protection set forth in 2 
above. This “compensatory minimum” as it may be termed, is a level which 
will change with changing economic conditions and even its initial determination 
for dutiable items and classifications will be arduous and time consuming. Such 
determination should be a task of the Tariff Commission or other body appointed 
by Congress for this purpose. 

Pending such determination, the present reduction formula, permitting maxi- 
mum reduction to 25 percent of the 1930 rate, should remain in force as a tem- 
porary measure, with any reductions being only in compliance with all aspects 
of the tariff policy above set forth. 

When the compensatory level has been determined, reductions to that level 
should be orderly and progressive, in the following steps: 

1. Those rates which are to the greatest degree above their compensatory 
minimum should be reduced first, and those nearest the minimum should remain 
undisturbed until relative equality has been achieved. Thereafter, the reduc- 
tion to the compensatory level should be as equal as possible. 

2. No rate should be reduced below the rate on the same item imposed by 
the Nation which is the principal foreign producer. ‘This does not imply that 
our rate must be reduced to a level existing or offered by such other nation, 
but merely that our rate shall not be reduced below such rate. 

Mr. Murtrexpr. That is all, Senator. 

Senator Matonr. Let me ask you a question: At the outset you 
understood that the objective of the committee was to make these 
critical materials, which would include any material that in the past 
has been rationed or scarce or not available to this Nation and have 
that same prospect in the future under present policies available to 
us in wartime. What is there about the paper and pulp industry as 
explained by Mr. Sheehy and yourself that these changed principles 
that you now suggest would make any of your material, which has 
been rationed in the past, more available to this Nation in wartime, 
which is necessary to our economy in time of war ? 

Mr. Mourtrexpr. I am not sure I understand your question. 

Senator Martone. In other words, you gy various products, 
in addition to newsprint, as explained by Mr. Sheehy, which go into 
the manufacture of rayon and other materials which are necessary in 
wartime. 

Mr. Murtrewpt. Yes, sir. 

Senator Martone. What is there about these new products that make 
them important in wartime and why is it necessary to change these 
principles to keep you in business ? 

Mr. Mortrexpr. I think we can say this, and the record of our own 
Government during World War I and World War II and the Korean 
conflict clearly indicates that there isn’t a grade of paper that we 


qraneenene 


oe 


ERI - 





a ee 











4 
2 
fi 
4 
{ 


Aas neg Rectiaallaue “Tce 


Fe 
: 








STOCKPILING STRATEGIC AND CRITICAL MATERIALS 603 


make—and these grades are a part of the record—that are not con- 
sidered by our Government essential to our wartime economy as well 
as our peacetime economy. 

In other words, they kept us in production all during the war and 
gave us critical materials for plants and so forth. With that in 
mind, that a sound domestic pulp and paper industry is essential to 
this country, we are fearful—and that is exactly why we are here— 
if the policy over the past some 20 years under the 1934 Trade Agree- 
ments Act as extended is continued, we are fearful for our existence 
because what has happened with newsprint and 66-percent reduction 
since 1934 is frightening. If that is going to continue without any 
restrictions or without the Congress exercising control. 

Senator Matonr. Under the conditions of the duty now, if these 
things are continued, as for example, the admission of the Japanese 
under the most-favored-nation clause giving them all the concessions, 
including woodpulp and its products, and if we are to continue the 
announced policy of financing these arrangements, do you think we 
would become more dependent on offshore areas across oceans where 
the supply would be problematical in any case in a world war and 
you wou Tite be in a position after a few years to furnish the wartime 
materials, 

Mr. Murrreipt. We would be fearful that it would destroy our 
industry. 

Senator Matone. Where does the paper come from now under 
these treaty agreements with offshore areas, besides Canada? 

Mr. Murrreitpr. We have on this analysis of duty rates on paper 
and paperboard, which is a part of the record, we indicate in the 
right hand column the principal supply country. 


PRINCIPAL COMPETITOR TO THE AMERICAN PAPER AND PULP INDUSTRY 


Senator Matone. Read them into the record. 

Mr. Murtrevpr. For example: uncoated printing paper, Canada; 
plain paperboard, Canada; tissue paper, the United Kingdom; coated 
paper, Canada; uncoated fancy papers, Germany, with the United 
Kingdom quite a low second; greaseproof papers, Austria, with Fin- 
land a second foreign principal supplying company ; vegetable parch- 
ment, Belgium; photographic papers, United Kingdom; simplex de- 
caleomania paper, the Netherlands; plain writing papers, the Nether- 
lands; ealed writing papers, Canada; drawing paper, United King- 
dom; homemade paper, United Kingdom; Bristol paper, Belgium; 
kraft wrapping, Finland, with some in Sweden; sulfite wrapping, 
Finland, and some from Sweden; other wrapping paper, Finland, 
with some in Sweden; hanging raw stock, Wiltioaber, Canada; filter- 
ing paper, United Kingdom; paperboard, processed, Canada; and 
cigarette paper, France. 

Senator Martone. In your judgment, even under the present con- 
ditions, it does aggravate the scarcity of such materials as may be 
needed in wartime here, except as we transport them across one or 
both major oceans. 

Mr. Murrrerpr. Yes, sir. 
Senator Ma.one. This situation will be aggravated, if continued. 
Mr. Mourtrevpr. It certainly will. 
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Senator MaLong. Thank you, very much, Mr. Murtfeldt, for your 
appearance here, and if you have any further information that you 
feel would be helpful to the committee, you understand the objective 
now and will you furnish it to the committee. 

Mr. Mvurtrevpr. We certainly will. 

Senator Matonr. The list of companies that you represent and 
other materials you are going to furnish to the reporter. 

We will make a part of the record here at this point a letter re- 
ceived from Dant & Russell, Inc., Pacific Coast Lumber & Shingles, 
Portland, Oreg., a letter dated December 1, to the chairman of the 
committee; and a further letter from the same source dated Decem- 
ber 15, 1953, which includes a letter to Mr. Samuel W. Anderson from 
the same source, December 14, 1953. 

(The letters referred to follow :) 


Dant & Russel, INC., 
Portland, Oreg., December 1, 1953. 
Hon. GEorGE W. MALONE, 
United States Senate, Washington, D. C. 


DEAR Mr. SENATOR: I am enclosing a letter I have written to the Honorable 
Sinclair Weeks in regard to the State Department’s policy on the Japanese plans 
to enter the pulpwood and timber industry in Alaska. 

This plan, in substance, would turn over the timber resources of Alaska to 
Japan and apparently has the approval of Willis C. Armstrong, Acting Director 
of the State Department’s Office of International Materials Policy, who has 
stated in a recent letter that “it has been apparent to the Department that the 
project, if developed, would materially assist the Japanese economy and at the 
same time be of real benefit in the economic development of a self-sustaining 
economy in the Territory of Alaska.” 

This is a very serious matter. Apparently the State Department is more inter- 
ested in the well-being of the Japanese economy over the economy of the United 
States. The original timber resources of the United States moves from one 
district to another and will soon reach Alaska if the State Department has not 
already turned Alaska over to the Japanese. The lumber industry started along 
the east coast, eventually moved into Michigan, Wisconsin, Minnesota, Wash- 
ington, Oregon, and California. 

Privately owned timber is rapidly being cut up here, and the next logical 
move will be to Alaska. Alaska, of course, being well away from the United 
States, makes it easy picking for our State Department. I would not go so 
far as to say that someone in the State Department is going to profit from this, 
but it would not surprise me if they did. When it comes to giving away United 
States resources, people don’t do it from patriotism. 

Where is this thing going to stop? Are we going to turn the cotton fields of 
the South over to Japan? Are we going to turn the wheat fields of the Pacific 
Northwest over to Japan? It is just as logical to turn these over to Japan 
as it is the Alaskan timber resources. Not only do they expect to turn these 
resources over to Japan but they expect to be financed to a large extent by 
American pawns for the Japanese. 

The American lumber industry at all times is willing to sell to Japan all the 
pulp, paper, and lumber that they require. Is it the policy of the United States 
to take the work from American labor, the business from American business, 
and taxes these people pay into the Treasury, and give it all to Japan? Certainly 
if the Japanese are permitted to proceed with this plan they are going to do it 
at cost in the country and there will not be one cent of taxes for the United 
States Government, 

It would be very interesting to find out who these people are that are so 
interested in turning our resources over to the Japanese or other foreigners. 
Are they these internationally minded people who have apparently no interest 
in the well-being of the United States, but whose sole interest seems to be in 
throwing our money and our resources into the hands of foreigners? 
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I urge that you do everything possible to put a stop to this policy and quickly! 
Otherwise, no one knows where it will end. 
Very truly yours, 

R. J. DARLING. 


Dant & RvussELL, INc., 
Portland, Oreg., November 17, 1958. 
Hon, StncLatrn WEEKS, 
Secretary of Commerce, Washington, D. C. 
(Attention: Division of International Affairs.) 

DEAR Mr. WEEKS: I am enclosing a copy of an article which appeared in the 
Seattle Post Intelligencer on October 14, 1953, regarding the positions taken 
by Willis C. Armstrong, Acting Director of the State Department’s Office of In- 
ternational Materials Policy, and that of Harold R. Garrett, executive of the 
Department of the Army’s Office of the Chief of Civil Affairs and Military 
Government, on the Japanese entry into the Alaska pulp industry. 

I cannot understand why anyone concerned with the well-being of the United 
States would take such a position as this. If Japan needs pulp and lumber 
products, the place to get it is from the United States companies who are in this 
business. Japanese can buy lumber, pulp, and paper products from our industry. 

If it is within the province of certain Government officials to take resources 
from the United States and give it to foreign countries, then it is high time these 
people be eliminated from our Government and quickly. 

It is my understanding that the present administration is trying to get back 
to business by the people and not set up plums for foreign countries on a tax- 
free basis, which is what it amounts to. They merely go into business and 
compete with American industry without the necessity of paying income tax. 
The pulp and lumber will be manufactured at cost for Japan. The Government 
will lose the income on the profits which American industry is entitled to. 

The Department of Commerce is being severely criticized for its failure to 
speak up for American business, and it is high time you take steps in this par- 
ticular matter. 

A newspaper in the last few days reported the arrival of another Japanese 
party to explore the Alaskan field. 

Very truly yours, 
R. J. DARLING. 


[From the Seattle Post-Intelligencer, October 14, 1953] 
JAPAN ENtRY INTO ALASKA Putp INpUsTRY BACKED 


A Japanese plan to enter the woodpulp and lumber industry in Alaska has 
met with approval of two important United States Government agencies, it 
was reported Tuesday. 

Pulp and Paper Magazine, in its October issue, said both the Department of 
State and the Department of the Army have given their official approval of 
the plan. 

The magazine, a Miller Freeman publication, quoted Willis C. Armstrong, 
Acting Director of the State Department’s Office of International Materials Policy, 
as writing: 

“It has been apparent to the Department that the project, if developed, would 
materially assist the Japanese economy and at the same time be of real benefit 
in the economic development of a self-sustaining economy in the Territory of 
Alaska.” 

A letter from Harold R. Garrett, executive of the Department of the Army's 
Office of the Chief of Civil Affairs and Military Government, also was quoted. 
Garrett in part wrote: 

“It was concluded that proper development of the plan would not adversely 
affect United States defense interests.” 

Under the Japanese plan, the magazine explained, American interests would 
join the Japanese in the building proposal. 

The magazine also said that American woodpulp producers have expressed 
concern to the State Department that any benefits would be “siphoned off through 
a low price structure” and “place American mills in an unequal competitive 
position due to the tax situation.” 
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Dant & RussELL, INC., 
Portland, Oreg., December 15, 1953. 
Hon, Grorce W. MALONE, 
United States Senate, Washington, D. C. 


Dear SENATOR MALONE: Referring to the Alaska timber grab by the Japanese, 
I have had a letter from Samuel W. Anderson, Assistant Secretary of Commerce, 
defending each and every detail of the Japanese proposal to which I have replied 
as per the attached copy. 
Very truly yours, 


° R. J. Darina. 


Dant & RUSSELL, INC., 


Portland, Oreg., December 14, 1958. 
Mr. SAMUEL W. ANDERSON, 


Assistant Secretary of Commerce, 
Washington, D. C. 


Dear Mr. ANDERSON: I have for acknowledgment your letter of December 9. 
However, I do not agree with any of the conclusions that you have made in 
reference to the Japanese purchase of Alaskan timber. Regardless of your 
feeling that the Japanese will declare their profits on the American side I am 
firmly convinced that the Japanese are too wise to turn over 52 percent or more 
of their profits to the United States Government in the form of taxation when 
they can sell their product at cost or at a loss to Japan. This whole deal opens 
up very interesting opportunities for manipulations at which the Japanese are 
masters. This company could very easily take serious tax losses each year 
opening ways for them to purchase profitable business in the United States on 
which they would be able to offset their losses and thereby do a combination 
of business without paying 1 cent of taxation in the United States. Regardless 
of the avowed intention, it is my opinion that they have no intention of making 
profit on this side. 

I note your concern that the administration might be putting handicaps in the 
way of foreigners investing their money in the United States and your view 
of encouraging American capital to invest in foreign countries. The circum- 
stances are quite different than this that the United States has a surplus of 
money to invest in foreign countries. Japanese means of investing in other 
countries are limited to the amount of money that Washington sends to Japan. 
In other words, the money that the Japanese might use for the purchase of 
Alaskan timber has been taken from American taxpayers and given to Japan 
in one form or another, directly or indirectly. 

Another thing that you overlook is that any American capital that is in- 
vested in Japan is certainly not invested in the national resources of Japan 
owned by the Government. I could say that if this timber in Alaska was the 
property of private firms that perhaps much less complaint could be leveled 
at the transaction. However, the property in Alaska does not belong either to 
the Department of State, the Secretary of Commerce or the Forest Service 
but belongs to the taxpayers of the United States who have poured a tremen- 
dous amount of money into Alaska, not only for the purchase of Alaska but 
for the upkeep, improvement, and protection of the country. Now we are 
asked to pay again for Japanese participation in Alaskan resources. Where 
will all this stop? 

This program apparently was started during the previous administration and 
in the original program the Japanese Government was the principal. As the 
plan progressed and objections arose this has been changed from time to time 
to meet some of these objections but I think you will find that it is still the 
Japanese Government that is behind it and the same influence that was behind 
this when SCAP was operating in Japan is still behind it. It certainly would 
be interesting to know the background of the Americans presumed to back this 
plan. 

Those who have been dealing with the Japanese for 40 years or more certainly 
have an entirely different conception of what the Japanese will do as compared 
with your ideas. It might be well to ask some of the American steamship com- 
panies who have been competing with Japanese lines for many years who could 
tell you of the rebate system which is customarily used by the Japanese, the 
bribery used in the Philippines to get better grades of logs, etc., the mismeasure- 
ment of logs by Japanese-sponsored inspection services and the way the copyright 
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laws of this country have been misused. The Japanese will give us a liberal 
education before they get through with the Alaskan affair. In my opinion the 
affair will result in one of the big scandals of the century and will eventually 
haunt the administration. 
Yours truly, 
R. J. DARLING. 


Senator Martone. For the record of the committee, I refer to the 
article in the Pulp and Paper magazine of November 1953, volume 27, 
No. 12, found on page 55, under the heading “Progress in Japan’s 
Alaska Pulp Plan, New Mission to U. S., which explains the 
approach of the Japanese businessmen to the Department of 
Agriculture in the proposition to harvest Alaskan timber for the bene- 
fit of the Japanese manufacturers. 

(The article referred to follows:) 


PROGRESS IN JAPAN’S ALASKA PULP PLAN, NEW MISSION TO U. S. 


An exclusive report to Pulp and Paper from Tokyo reveals that a group of di- 
rectors of the newly formed Alaska Pulp Co. of Japan was preparing to sail for 
the United States as this issue went to press. Their objective was to complete 
arrangements for financing a United States corporation to be known as the Sitka 
Lumber & Pulp Corp., with majority stock in American hands for producing pulp 
and lumber at Sitka, Alaska, for exclusive use of Japanese mill converters, and 
probably brokers. 

In a copyrighted article in the October issue of Pulp and Paper (p. 54) official 
statements by spokesmen for the Department of Defense and the State Depart- 
ment in Washington were published. Both of these statements disclosed that 
these two top departments of the United States Government, as matters now 
stand, would not stand in the way of the Japanese project. 

In the view of the State Department, the Japanese-sponsored project was fav- 
orably viewed because it would materially assist Japanese economy and would 
be of real benefit in the economic development of a self-sustaining economy in 
Alaska. The Defense Department also mentioned the latter point as desirable 
for defense purposes and both statements for defense indicated that they saw 
no threat to defense in the export of products from the Government-owned tim- 
berlands in Alaska. 

In hands of the State Department was a suggestion from American pulp 
marketing companies that the Internal Revenue Department take steps to insure 
that any products going to Japan would be valued at prevailing market prices, 
and would not be put on world markets in unfair competition to United States 
pulp because of the tax advantages. 

The latest report from Tokyo said that T. Sasayama, chairman of the board 
of the Alaska Pulp Co. would lead the new delegation from Japan. 

The president, M. Kobayashi, was reported too ill to make the trip. This will 
be the third important Japanese mission to America on this project. 

In October 1952 an economic and diplimatic mission spent considerable time 
in Washington, D. C., and was given hearings by various interested Government 
departments and the Forest Service, custodian of the Alaska timber, all of which 
is Government-owned in the southeast region of the Territory where Sitka is 
located. The timber can be used only through contracts with the Forest Service 
and the so-called pulp-timber units, of which Sitka is mill site for one. It must 
be sold at an open preannounced auction sale in Washington. A technical mis- 
sion from Japan visited Alaska early this year and was shown sites and timber by 
the Forest Service. 

Some 32 rayon, acetate, pulp, and lumber firms in Japan intitiated the Alaska 
Pulp Co. They were to contribute over $4 million in this company and last 
month Pulp & Paper reported the Japanese Government was considering an appro- 
priation of $10 million. The departure of a new financial mission to the United 
States possibly indicates this appropriation has now been assured. 

Unconfirmed reports reached the United States State Department that a New 
York banking syndicate already was being formed to join in the project. 

The Sitka Pulp & Lumber Co. was to be capitalized with about $12 million 
from the Japanese investors, $3 million from the New York group, and an addi- 
tional $30 million was to be borrowed from United States banks. It would then 
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request the Forest Service to announce an auction sale for the Sitka timber, 
where it could enter a sealed bid. 

The Japanese hope they can start lumbering within a few months, at first 
sending waste wood to Japan for pulp mills. A 100,000-tons-per-year pulp mill 
would be a 5-year objective, but a first unit would start up in the second year. 

Extensive reports on the project in the September and also October issues of 
Pulp & Paper explained that American labor would be used and Forest Service 
regulations requiring processing in Alaska of all logs would be complied with. 


Senator Martone. A further reference for the benefit of the com- 
mittee, on page 6 of the Tuesday, June 16, issued of the Nippon Times, 
Tokyo, Japan, an article entitled “Alaska Pulp Firm Plans Taking 
Concrete Shape,” and that is about the same subject. 

Mr. Muuten. Here is a State Department release. 

Senator MALonr. State Department release of October 10, 1952, 
press release No. 800, for release at 7 p. m. eastern standard time, 
Friday, October 10, covering the same subject, the approach of the 
Japanese businessmen to, apparently, the State Department and the 
Department of Agriculture for the Alaska deal on timber use. This 
will be made a part of the record and I believe I will make the Nippon 
Times article a part of the record. 

(The documents referred to follow :) 


ALASKA PULP FIRM PLANS TAKING CONCRETE SHAPE 


The preparatory committee for setting up a company to develop Alaskan 
forest resources sent Monday to 13 chemical fiber. 19 pulp and 2 lumber comnpanies 
letters to invite their participation in the prolected company. 

Around June 23 or 44, the committee will decide the sponsors of the new 
company. 

According to a plan for the new company which the committee sent to the 
companies together with the letters for participation, the projected company 
will be capitalized at ¥1,500 million and called the “Alaskan Pulp Co.” With 
¥3,600 million to be borrowed from the Japan Export and Import Bank, the 
company’s funds will amount to ¥5,100 million. 

The projected company will set up an American corporation to be named the 
“Sitka Lumber & Pulp Co.” with a capitalization of $15 million and the American 
company will borrow $30 million, probably from the United States Export and 
Import Bank as funds. 

In the first year, the company will build a lumber mill costing $2,500,000 to 
ship half the lumber to be produced in the mill and all the lumber chips to Japan. 

In the second year, the company will construct on a 3-year plan a pulp plant 
with 100,000-ton capacity a year (50,000 tons of paper pulp). The plant will reach 
full operation in the 5th year and its entire output will be shipped to Japan. 

The Alaskan Pulp Co. will invest in the Sitka Lumber & Pulp Co. and will 
act as the sole agency for the latter for sale in Japan. 

The two companies will be headed by one and the same person. 


DEPARTMENT OF STATE, 
October 10, 1952. 
(For the press; No. 800: Caution—Future release ; for release at 7 p. m., e. s. t., 
Friday, Octeber 10,1952. Not to be previously published, quoted from, or used 
in any way) 


A mission representing the Japanese Government and Japanese pulp and timber 
industries is now in Washington exploring with United States authorities the 
possibility of obtaining forest products from Alaska. 

The mssion, headed by Mr. Junichiro Kobayashi, director general, Council of 
Japanese Forest Resources, outlined to American authorities Japan’s long-term 
requirements for forest products and the reasons for Japanese interest in the 
establishment of an American corporation to secure supplies from Alaska. Mr. 
Kobayashi pointed out that at the present rate of cutting, Japan’s softwood re- 
sources will be virtually eliminated within approximately 15 years. He stated 
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that Japan cannot reduce its present rate of cutting because of its heavy require- 
ments which include supplies to the United Nations forces in Japan. It was 
imperative, therefore, he said, that Japan find a supplementary source of supply 
of forest products for essential construction and other needs. 

Mr. Kobayashi pointed out that since softwoods are not available to Japan 
from nearby East Asiatic areas, Alaska is the closest major source of unde- 
veloped forest resources in the free world. Mr. Kobayashi cited the fact that 
before World War II Japan obtained large quantities of forest products from 
Sakhalin and Siberia. He stressed that Japan's interest in Alaskan timber is 
not motivated by speculative considerations but by the need to meet Japan’s 
serious deficit in these products. 

The mission’s immediate goal is to determine the feasibility of establishing a 
sawmill in Alaska from which substantial quantities of sawn lumber could be 
exported to Japan. Consideration has also been given by the mission to the pos- 
sibility of the establishment in Alaska at a later date of an integrated pulp mill 
to meet Japan’s pulp requirements. Mr. Kobayashi also explored with American 
authorities the possibility of utilizing Japanese labor in Alaska should it prove 
feasible to establish a sawmill and pulp mill there. 

The restrictions of the immigration laws covering the migration of foreign 
workers into the United States were carefully reviewed. It appeared that it 
would be extremely difficult under the law to permit foreign workers to enter 
the country to participate in the cutting and production of wood products in 
Alaska. It was explained the employment opportunities involved in any such 
project would have to be filled by available American labor before consideration 
could be given to use of workers from any other country. It appears that Ameri 
can manpower would be in fact available for labor demands that might emerge 
from the project under discussion. 

The Forest Service has outlined to the Japanese mission the conditions under 
which timber is sold from the Tongass National Forest in southeast Alaska and 
the possibilities for expansion in the production of the various classes of forest 
products. The opportunities for procurement of lumber from the mills now 
established in Alaska were outlined. It was made clear that all exploration by 
the Japanese of the possibilities of obtaining forest products from Alaska should 
be made on the premise that any new enterprise must be fitted into established 
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Forest Service timber-sale policies for building up the cut of the Tongass Na- 
re tional Forest to sustained yield cutting capacity and for support of the economic 
r development of the Territory. This would include compliance with the regula- 
Ra tions of the Secretary of Agriculture which require that Alaska national-forest 
3 timber be given primary processing within the Territory. 


It was pointed out to the mission that an enterprise sponsored by the Japanese 
By for manufacture of forest products in Alaska for shipment to Japan would have 
| to be incorporated under American laws, bid successfully for national-forest tim- 
ber, and conform to all the applicable laws, regulations, and contract terms in 

the same manner as its possible competitors. 
The Japanese have indicated that they propose to send a technical mission to 
Alaska in the near future to make detailed investigation of the advisability of 


a organizing a sawmill enterprise to operate under the conditions outlined by the 
3 Forest Service. Although the mission expressed an interest in the possibility 
of establishing a pulp mill in Alaska, it indicated that the large investment 


required for a pulp-production project would be deferred until it has obtained 
satisfactory experience in Alaskan timber through a sawmill enterprise. 
Members of the Japanese mission now in Washington are Mr. Junichiro Kobay- 
ashi, director general, Council for Integrated Countermeasures for Forest Re- 
sources, Mr. Shinichi Tanaka, executive director, Council for Integrated Counter- 
measures for Forest Resources, and Dr. Koichi Aki, vice director, Resources 
Council, Prime Minister's Office, Tokyo. 
: The mission’s discussions have been with officials of the State, Labor, and In- 
& terior Departments, with the Forest Service of the Department of Agriculture, 
and other agencies. 


(Whereupon, at 12:15 p. m., the subcommittee was recessed subject 
to call of the chairman.) 
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STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


MONDAY, JANUARY 25, 1954 


Unrrep States SENATE, 
SPECIAL SUBCOMMITTEE ON MINERALS, 
MATERIALS, AND FugELs EcoNOMICs OF THE 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The subcommittee met at 1:30 p. m., pursuant to call, in the com- 
mittee room, 224 Senate Office Building, Washington, D. C., Senator 
George W. Malone, chairman of the subcommittee, presiding. 

Present: Senator George W. Malone, Nevada (chairman of the sub- 
committee. ) 

Present also: Jerome S. Adlerman, counsel to the subcommittee, 
and George B. Holderer, subcommittee engineer. 

Senator Matonr. Mr. Huggins, we are glad to have you here. As 
# matter of fact, the Chairman of the subcommittee has watched with 
considerable interest the developments over the last few months of 
your attempts to secure contracts from the Government to install what 
has been in ev ery war and every emergency situation critical material, 
that is to say, in World War II and during the World War III as I 
call it, Korea, almost all electrical equipment of any size or of a com- 
plic ated nature was in short supply. If there is any information you 
can give us on that type of material that was either rationed or in 
short supply, I think the record ought to show it. 

The Senate of the United States passed Senate Resolution 143, di- 
recting this committee to study and report back to the Senate, after 
a full and complete investigation, on the accessibility of critical raw 
materials to the United States during a time of war. The committee 
is interested in raw materials that go into the manufacture of your 
equipment, many of them, are highly critical in time of war. Also to 
study and recommend methods of encouraging their development to 
assure the availability of supplies of such critical raw materials ade- 
quate for the expanded economy and security of the United States. 
That injected a Satie into the investigation that had not heretofore 
been studied, and that is availability during a time of real emergency. 

We have had much testimony from General Wedemeyer, General 
Fellers, and General Johnson from the Department of Defense that 
the Western Hemisphere is going to be the dependable supply of such 
materials in time of the next all-out yar, whether we call it No. 3 or 
No. 4, and any shipping of any magnitude across either major ocean 
is going to be very problematical. 

fat coming from the military strategists, and we intend to have 
more evidence on that particular point, pinpoints the necessity of 
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having available in the Western Hemisphere sources from which such 
materials and naturally the equipment that comes from the supply 
of such materials in time of war. 

I was most interested in a recent press dispatch that reported that 
a large contract had been let to an English concern to furnish the 
military with major items of electrical equipment. I took occasion 
on January 14, 1954, to comment on this matter, and I also took occa- 
sion to write the Secretary of the Interior and the Secretary of Defense 
regarding the consideration that had been given, not only with respect 
to the ability to do the job and the economic aspect of it, referring to 
the fact that the payment per hour to workers in Britain was about 
one-fourth of what it amounted to in this country, but, even more 
important, if they considered the possibility or the probability or 
how they were going to secure spare parts and repairs or whatever is 
necessary during a time of emergency. 

You are vice “preside nt of W estinghouse, which is one of the out- 
standing companies in this line of business, and we have asked you to 
come because I know you have studied the background, both as to 
how it affects our economic structure and our national defense. So, 
without any further statement by the chairman, I will ask you if you 
will identify yourself for the purpose of the record, and just give us 
any information that you think would be helpful to the committee in 
its conclusions in following Senate Resolution 143. 


STATEMENT OF E. V. HUGGINS, VICE PRESIDENT OF THE 
WESTINGHOUSE ELECTRIC CORP. 


Mr. Huge INS. Thank you, Mr. Chairman. My name is E. V. Hug- 
gins. Iam vice president of Westinghouse Electric Corp. I am also 
chairman of the foreign-trade study ‘committee of the National Elec- 
trical Manufacturers Association, which is the trade association for 
the industry in this country, with its members manufacturing over 
90 percent of the total amount of electrical products which are made in 
the United States. 


AWARD OF GENERATOR CONTRACT TO A FOREIGN CONCERN 


The problem which you referred to in your Senate speech with the 
award of a contract for some generators to a foreign manufacturing 
company is one which has been ; giving our industry increasing concern 
because of the increasing amount of “business with the United States 
Government, which the manufacturers of heavy electrical equipment 
have been losing. 

I think the statistics will show that in 1950 foreign manufacturers 
received about 10 or 11 percent of the amount of business awarded by 
the United States Government to domestic manufacturers, whereas 
in the first 10 months of 1953 they received about 63 percent. That 
whole problem caused us to begin to look into it and there were no 
reliable figures which could be used as a factual basis for a real study 
and analys sis of the problem. 


COMMITTEE ESTABLISHED TO CONDUCT FOREIGN TRADE STUDY 


Accordingly last summer this committee on foreign trade study was 
formed to recommend a study which might be made for the association 
and to recommend who might make it. 
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COVERS THREE PHASES OF THE PROBLEM 


We recommended that a study be made covering really three phases 
of the problem: (1) The economic phase, which would show both the 
causes of trade imbalance and the competitive factors which we domes- 
tic manufacturers must meet in trying to sell against foreign compe- 
tition. The second phase was a legal analysis of the legislation and 
treaties and regulations of this country to see what legal rights we 
might have to protect ourselves against low-cost competition. The 
third phase was an engineering study as to the experience that has 
been gained in the past ‘with foreign- manufactured equipment as com- 
pared with that manufactured here in this country and what might 
be anticipated in this country in the event of an emergency, if there 
was any substantial amount of foreign-built equipment here, 

The organization chosen to make “the economic study was the Na- 
tional Industrial Conference Board, which is a nonprofit research 
organization, backed up by over 3,000 organizations composed of 
manufacturers, labor unions, banks, insurance companies, United 
States Government agencies, State agencies, universities, and a number 
of foreign organizations. They are purely factual and do not take 
sides on any issue and will not make recommendations as to solutions. 

That study was commissioned to them at the end of July and was 
completed by the first of November for us in connection with all of 
the different foreign trade considerations being given within the Fed- 
eral Government at this time. 

I would like to submit that to you for your use in the work of this 
committee. I think it constitutes the best source of information which 
is available on such matters as comparative wages and wage supple- 
ments, comparative productivity, Government aids to exports, Gov- 
ernment subsidies, and that type of information. 

It shows the economic basis of the sort of competition with which 
we are faced. 

Senator Mavone. That will be accepted as exhibit No. 1 of your 
testimony and filed with the committee. If there are any parts that 
you would like to refer to specifically and describe for the benefit of 
the committee in its studies, it might be helpful. 

(The document referred to was marked “Huggins Exhibit 1° and 
filed with the committee. ) 


BIGGEST PROBLEM WAGE DIFFERENTIAL 


Mr. Hucerns, Almost every part of it plays a part in our problem. 
| suppose the biggest problem that we have is the problem of meeting 
the foreign wage scales which run from 10 percent to about 33 percent 
of ours. Those wages are both the wage rates and the wage supple- 
mentals. 

The report is summarized on pages 2 to 8, inclusive, of it, and from 
the summary it is easy to go back into the detail and all of the bac kup 
information. The Conference Board put a large number of people 
on this job. They even had two traveling around Europe. 

While it is aimed primarily at the elec trical industry, it of necessity 
covers a good deal broader field than the electrical industry and the 
wage comparisons of foreign government subsidies and that type of 
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thing applied to other industries as well as to the electrical manu- 
facturing industry. 
Senator Mavone. I note on page 4, entitled, “The Wage Ranges 
From 1938 to 1952 in the 9 Countries Were as Follows” and then you 
list 9 countries, United States, Belgium, Sweden, France, United 
Kingdom, Switzerland, Germany, Netherlands, Italy, and Japan for 
those 2 years. That is what you mean by a comparison of wage scales. 
Mr. Hvcerns. That is right. The United States is taken as 100 
and it shows the shift in the wage differentials from 1938 to 1952. 
The wage differential is much greater now than it was prewar. 
Senator Martone. Yes: the record so shows. What do you have to 
say as to the efficiency of labor? The point has been made many times 
that yes, of course, the labor costs are lower in these countries, but 
there is less efficiency. What do you find in your study when they 
have the same or similar machinery with the direction of superin- 
tendents and men who understand assembly line methods, and the 
particular job of work to be done as to the efficiency under the same 
set of circumstances in machinery and direction between the United 
States and these countries that are named ¢ 
Mr. Hucerns. It varies quite considerably. The United States effi- 
ciency has jumped from prewar more than any of the other countries 
with the exception of Japan. On the other hand, our wage levels have 
kept up with our increase in efficiency whereas theirs has not. 
Senator Martone. What is that increase in efficiency since the spoon 
World War due to primar ily, in your judgment, in the United States? 
Mr. Hucerns . Primarily" to better eeeaniaceen, improvements in 
plants. The war brought in so many new plants and so much new 
equipment so that there has been a tremendous industrial expansion 
both during the war and since. 
Senator Matoner. In these countries they are slower to adopt the 
newer machinery methods ? 


MUCH UP-TO-DATE EQUIPMENT FURNISHED OUR FOREIGN COMPETITORS 
THROUGH ECA FUNDS 


Mr. Hucarns. It is not entirely that. I have been in many foreign 
plants where the machines are quite up-to-date. A lot of them were 
supplied through ECA aid. But their labor is so much cheaper that 
very frequently it is not worth while for them to make a capital invest- 
ment when their labor is cheap enough to handle it. 

Senator Martone. What do you mean by ECA? You mean we paid 
for this machinery through ECA? 

Mr. Hvcerns. It was provided to some of them under the Marshall 
plan and foreign-aid plan for the rehabilitation of European countries. 

Senator MALone. is it is paid for by the ECA, then with their low- 
cost labor, can the low-cost Jabor in these nations that are listed here 
be trained to be as efficient on the same machinery and under the same 
direction as the American workman ? 

Mr. Hvucarns. There is no qvestion of that. For example, in Ger- 
many there was never any question about the efficiency of their people, 
both mentally and manually. They put in a longer workweek than 
we do. Their comparative wage has dropped from 46.6 percent of ours 
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in 1938 to 22 percent today, and yet they are the most efficient work- 
men on the Continent, and probably just as efficient as ours. 

There is one phase of your question that I think should be brought 
out. The electrical industry, as you know, covers a wide range of 
products, many thousands of them, from the mass-produced items with 
production-line methods and high volume, to highly engineered, cus- 
tom-built equipment that involves a great deal of labor. ‘The greatest 
impact we have felt to date is in the custom-built type of equipment, 
where there is a great deal of hand labor. 

On the other hand, in some types of products, like motors, for exam- 
ple, I have seen production lines in Europe that are just as efficient 
as ours. That is a mass-produced item. 

Senator Matong. Would you say that in these nations where they 
have the same class of people, the French, the English, Swedes, and 
Belgians, the Swiss, the Germans, the Dutch, Italians, Japanese, that 
if and when they have the same kind of machinery—we may be ahead 
of them now—but as they get it and have the same direction from 
superintendents and foremen, that we would have anything over them 
in efficiency ? 

Mr. Hvucerns. It would vary somewhat nationality by nationality, 
but not enough to make up any real difference in cost. 

Senator Matons. You have described the Germans. That is one 
thing that has always troubled Europe; they will work and will fight. 
I guess that has caused considerable trouble because if they have an 
even break, they generally have the reputation of turning out a little 
more. They are real competitors. But let us take Sweden. I have 
been in the engineering business 35 years, and I used to work Swedes 
on construction work in building roads, rock work, and machine work 
of different characters, and I have never found a Swede much behind 
an American if he had the same tools. I think that is true. There 
is no question about their ability. They just do not have the big 
industry that some of the other countries do. 

Mr. Hueerns. Yes. 

Senator Matonr. Take the United Kingdom. I think what you 
say is true without a doubt, that if the ECA or some other plan 
working at taxpayers’ expense had not furnished the money, it prob- 
ably would have been a little longer before some of this machinery 
was put in, because in industrial engineering you add up all the factors 
before you make an investment, and if your labor is cheap enough 
there might be considerable delay or more delay before you make this 
large investment. But as soon as they found themselves falling 
behind with their hand labor, that is, bchind you here, if everything 
is open competition in this Nation, which is advocated by many, as 
you know, then they would make the investment in machines, would 
they not? 

Mr. Hvearns. I should think they would. They would have to if 
they were going to compete. Not with us, but with other foreign 
competitors, who would have the same access to the United States 
market as they would have. 

Senator Martone. What has been your experience in competition 
with the British, French, and German businessmen? They are alive 
to all these situations, are they not? 
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CANNOT COMPETE WITH THE BRITISH AND SWISS HERE NOR THE GERMANS 
IN LATIN AMERICA 


Mr. Huaartns. Yes, very much so. The Germans are not, but the 
British and the Swiss are making a determined effort in the United 
States market. The Germans are devoting themselves more to the 
Latin American market. We cannot touch them there pricewise. 

Senator Martone. In Latin America? 

Mr. Hvugerns. That is right. We cannot touch the English and the 
Swiss here in the United States pricewise. 

Senator Martone. Tell us again for the benefit of the committee— 
you see, there are five members of our subcommittee and you know 
how many of these committees are operated—so I think it is necessary 
and advisable that you go into some detail as to just why you cannot 
compete right here in the United States with them, or in Latin 
America. 

Mr. Hueerns. The basic reason is found in your labor costs on your 
custom-built equipment. When our costs include 50 percent or more 
for labor, as they frequently do, and when you figure the labor that 
goes into the raw material and the parts before they come to us, the 
labor would probably amount to more than that, even with their 
greater shipping costs, they have no difficulty in underbidding us 
when they have to go that far 30 and 40 percent. We run into that 
not only in this country, but in foreign markets, such as Latin America. 


EXPORTS SUBSIDIZED BY FOREIGN COUNTRIES 


In addition to that, there are certain Government subsidies and aids 
which foreign governments give to manufacturers in connection with 
their exports. 

Senator Matonr. What are some of these aids? 

Mr. Hvcarns. You will find those outlined in section 5 of the report. 

Senator Matonr. What page ? 

Mr. Hvucarns. Page 183. They generally fall into three different 
categories of what might be called subsidies, credit facilities, and 
export insurance and guaranties. 

Subsidies involve a variety of different export-aid devices, such as 
reduction or return of taxes on goods which are exported, making 
available raw materials at lower than the normal price. 

In France, I believe, they return some of what we would call social- 
security payments to the manufacturers on goods which are exported. 
You will find on the nine countries that are involved in this study, 
that is Western European countries and Japan, a specific tabulation 


on each different country as to what they do by way of aiding their 
exports. 


Senator Matoneg, This is all included where? 

Mr. Hucerns. In section 5. Some of the countries have central 
banks which in effect carry the credit on equipment which they sell. 
Many of the markets for heavy electrical equipment are unable—— 

Senator Matonr. You cover each country separately ; do you not? 

Mr. Huscarns. Yes, sir. There is a summary at the start and then 
each country is covered separately. 

Senator Matone. What are you trying to tell the committee? That 
in addition to the lower labor charges that the Government itself 
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enters into some kind of agreement with these exporters that enables 
them through delay in taxes or the writeoff in taxes or insurance or 
exemption from export tax or in some other manner make them com- 
petitive where they might not otherwise be? 

Mr. Hueerns. That is correct. It is an encouragement to these 
countries to export by giving them monetary incentives that make 
export business more attaractive than their own domestic business. 

Senator Matone. Of course, that reflects back on their taxpayers, I 
suppose. Maybe not in France, where we put up most of the money 
for taxes. But if they pay their own taxes, it really would be sub- 
sidizing to the disadvantage of the taxpayers of that nation an export 
that otherwise would not be marketable outside of the country. 

Mr. Hueers. That is right. 

Senator Matone. Would it be a little bit in line with suggestions 
that have been made at various times, for example, purchasing our 
agricultural products at a certain minimum pre, and then have two 
prices here, the price at which we would stabilize the product to the 
farmer, and then have a foreign sales price set low enough to compete 
in other nations ? 

Mr. Hugearns. It is of that nature; yes, sir. Many of them, I 
believe, have double-price systems with a lower export price than 
the domestic price. 

Senator Matonr. Would you describe how that works? 

Mr. Hueearns. I believe it works differently on each individual coun- 
try, Senator. But if, for example, in France a man exports and re- 
ceives part of his taxes back, he is in effect receiving a subsidy on 
the goods which he exports which enables him to sell it at a lower 
price outside and make a profit than he can within his own country. 
As you will note from the report, that has been a subject of consider- 
able discussion in the various international trade meetings that have 
been held. 

Senator Matone. There have been various ways been brought to 
the attention of the committee. In the Argentine, I believe it was, 
where a raw material like wool would be sold to this country, a raw 
material state would be sold for dollars, they would have a cer- 
tain number of pesos they would pay per dollar to the exporter. But 
if he would process the wool into cloth or some other end product 
and export that to the United States, then they would give him a 
greater number of pesos for the dollar in exchange and that would 
encourage him to do the work of processing in the Argentine. Would 
that be in line with what you are trying to tell the committee? 

Mr. Huearns. Yes, that is one type of subsidy if you want to call 
it that. I think in some countries they even make more dollars avail- 
able to the exporter to import goods into the country. 

Senator Manone. In other words, they give him the necessary ex- 
change to bring in goods that he wants to sell if he will meet some 
other specifications in exports. 

Mr. Hueerns. That is right. 

Senator Marone. In other words, what you are trying to tell the 
committee, and you say it is substantiated in your report, is that 
these foreign countries that you have studied do just whatever is 
necessary to make their exports competitive in the particular nation 
that they have in mind at the time. 
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Mr. Huaeins. That is right. They do whatever they have to do 
to make them salable in a given market, and in many of them, par- 
ticularly in the United States, so they can get dollars. 

Senator Matong. In any country like our own, then, in our eco- 
nomic system which is competitive, and there is no such provision, 
how would you ever be competitive in these other nations? What- 
ever they had to do, they could do it to defeat you in the market. 


OUR CREDIT TERMS NOT COMPETITIVE WITIS THOSE OF FOREIGN COUNTRIES 


Mr. Hucers. The only way we can beat them is by better design 
and quality, and that can be achieved only in special cases. We are 
losing our export business. We had anticipated that much of our 
postwar export business would be lost when foreign aid gradually 
came to an end, because much of it was financed by the United States. 
But in our Latin American markets, where it is not financed by the 
United States, we cannot compete pricewise, and we cannot compete 
creditwise any more. Westinghouse as a manufacturer of — 
ment cannot give 10-year terms on a four of five million dollar job. 
We do not have that sort of cash, and are not in the banking business. 

Senator Matone. How do they do it? 

Mr. Huaeerns. They do it lareely through their central banking 
organizations. The manufactur will take 20 or 25 percent of the 
notes that are given for an installation and the local government will 
buy the balance, so that the manufacturer gets his money for 75 or 
80 percent of the job as soon as it is made. 

Senator Martone. In other words, they are not on a competitive 
system at all. They are on a Government system. 

Mr. Huecrns. We had that type of financing credit under the 
Export-Import Bank for quite a long while, but under its present 
operations it is going into that type of financing much less. 

Senator Matoner. Do you think a country should be compelled to 
finance its own manufacturers’ exports ? 

Mr. Hvuearns. I do not like to say that a country should be com- 
pelled, no, because I do not think we should compel our Government 
to do things like that. 

On the other hand, unless and until the private financial institu- 
tions are built up to a point of taking that tvpe of financing, we are 
going to lose the markets unless we do it. The Export-Import Bank 
did a pretty good job on that so far as we could see with our rela- 
tions with them and paid back to the Treasury not only the money they 
borrowed but plus. 

Senator Martone. What they were trying to do was to meet this 
situation ? 


OUR EXPORT MARKET BEING LOST TO FOREIGN COMPETITION 


Mr. Hueerns. Most of their financing was done prior to 1953, and 

I think their policy has changed under this administration. We were 

not facing too much of the foreign competition at that time, because 

their industry had not rehabilitated to the point where they could 

— it, but they are certainly meeting it now and taking it away 
rom us. 
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Senator Matongs. What you say is very interesting. In that con- 
nection, this is a rather comprehensive brief that you have deposited 
with the committee as exhibit No. 1 of your testimony—The United 
States and Its Foreign Trade Position, a special study prepared by 
the National Iudustrial Conference Board, Inc., National Electrical 
Manufacturers’ Association. I am going to place in the record at this 
point a summary of findings, pages 1 to 8. Also in the appendix to 
this testimony will be placed this study. 

(The excerpt is as follows :) 


TABLE OF CONTENTS 
SUMMARY OF FINDINGS 


I. United States imports of electrical products summary--—- a 
Il. United States exports of electrical products, summary at 
III. 1. Balance of payments of the United States and other leading coun- 
ne a 
2. Who would benefit most from free trade’ ? 
3. Loss of markets now behind the Iron Curtain__- 
4. Economic consequences of altered colonial relationships 
7, Comparative production costs, United States and competing foreign 
pallette rit PE La i des A ep 
zbor costs: An indire ct ap pro: Re ens eee ota 
Some specific instances of comparative costs and prices 
. Subsidies and other State aids to exporters_____-__- 
Summary_-_ aed > 
Country summaries of ‘subsidies and ‘other export aids_ 
United Kingdom 
France 3 Seen 
Federal Republic of Germany- 
The Netherlands 
Belgium _____~_- 
Sweden_ 
a 
Switzerland _____ 
as ee ale 
United States_ ose 
VI. Import restrictions ‘and exc hange controls 
tal ll Alle ie 
Country summaries__-____- 
United Kingdom__-____ 
France _ 
Federal Republic of Germ: ay 
The Netherlands__ 
Belgium Luxembourg Economic Union__ 
Sweden __-- - 
Italy__ 
Japan 
VII. Miscellaneous tables and charts 


L'ST OF TABLES 


United States imports of electrical machinery and erage and total 
United States imports for consumption, 1985-39, 1946 i, 

Electrical machinery industry total sales, and United States domestic ex- 
ports and imports for consumption of electrical machinery and appara- 
tus, 1935-53 __ ; 

United States imports of electric al machinery from s>lected Western 
Suropean countries and Japan, 1935-39, 1946-52_..... 

Total United States imports of electrical machinery, 1945-52, 1935-239__ 

United States imports of electrical machinery from Canada, 1916-52, 
1935-89 sieasies -_ pitas omits Oa 

United States imports of electrical machinery from the United King- 
dom, 1945-52, 1935-39 
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TABLE OF CONTENTS—Continued 


LIST OF TABLES—continued 


United States imports of electrical machinery from Bel‘ium, 1945-52, 
1935-— 

United States imports of electrical machinery from West Ger many, 1945- 
52, and from Germany, 1935-—30____...-.....-_.------ 

United States import of electrical machinery from the Netherlands, 1946- 
52, 1935-39__ 

United States imports of electrical machinery from Switzerland, 1946— 
52, 1935-39 

U nited States imports of electrical machinery from Sweden, 1946-52, 1935- 


U nited States import of electrical machinery from France, 1946-52, 1935- 


United States exports of electrical machinery and apparatus and United 
States total domestic exports 

United States domestic exports of electrical machinery and apparatus to 
each of the geographic areas 

United States domestic exports of electrical machinery and apparatus to 
individual countries 

Total United States exports of electrical machinery, 1946-52, 1935-39. 

United States domestic exports of electrical machinery and apparatus, 


United States domestie exports of electrical 
Africa, 1946-52, 1935-39 

United States domestic exports of electrical 
Asia, 1946-52, 1935-39 

United States domestic exports of electrical 
Europe, 1946-52, 1935-39_-_-_-_---. 

United States domestic exports of electrical 
Canada, 1946-52, 

United States domestic “exports of electrical machinery and apparatus to 
Latin America (excluding South America) 1946-52, 1935-39 

United States domestic exports of electrical machinery and apparatus to 
South America, 1946-52, 1935-39 

United States domestic exports of electrical machinery and apparatus to 
Oceania, 1946-52, 1935-4 

Items not included in detailed trading area tables 

United States balance of payments during the vear ended June 30, 1953__ 

United States balance of payments during the calendar year 1947 

United States merchandise trade with all areas and with Europe, 1931-52_ 

United States balance of payments, 1946-53 

United Kingdom, balance of payments, 1938, 1946-52 

Netherlands, balance of payments, 1938, 1946-52 

Switzerland, balance of payments, 1988, 1947-52 

Sweden, balance of payments, 1938, 1946-52 

Relgium- weenie balance of payments, 1047, 


Japan—Balance of payments, 1936, 1946-52 

Total hourly wages and wage supplements, electrical machinery and equip- 
ment industry, 1938, 1948-52 

Average wage supplements as percentage of cash wages, electrical equip- 
ment and supply industry, 1938, 1948-52 

Industrial production and the production of electrical machinery and equip- 
ment for selected countries, 1938, 1946-52 

Hourly wages in manufacturing, money and real, for selected countries, 
1988, 1946-52 

Total wage payments as a percentage of production value, electrical ma- 
chinery and equipment industry, 1935-39, 1947-52 
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TABLE OF CONTENTS—Continued 


LIST OF TABLES—continued 


productivity index of electrical machinery and equipment industry, 1935- 
39, 1946-5 

Comparison of labor rates and general effectiveness in use of labor and 
material in United States and selected European countri 

Comparison of European and United States of America prices of spec ific 
electrical equipment 

European quotations as a percent of United States quotations___._______ 

Comparisons of foreign and United States prices of electrical equipment__ 

Estimated food subsidies, United Kingdom, 1952-53 

Total personal expenditures for food and rent, food subsidies and housing 
subsidies, United Kingdom, 1946—51___ 

Average weekly expenditure per head of household on the main subsidized 
foods, 1950, by income class_____.__--- 

Estimated value of food subsidies of households with 1 male and 1 female 
adult and varying numbers of children, 1950_______~_ 

Value of food subsidies per week for a family of four in relation to average 
weekly wages in manufacturing, 1948- 

Indexes of average weekly earnings for all workers and of retail prices, 
United Kingdom, 1947-53 

Estimated effect of food subsidies on retail price index, United Kingdom, 
November 1949, October 20, 1951, and January 31, 1953______ 

Net gain or loss to selected types of families from changes in income tax, 
food subsidies, and family allowance in the budget of March 1952_______ 

Expenditures on rent as a percentage of total family expenditure, 1947 and 


Contribution of the public authorities to the finance of housing in 1949 asa 
percentage of total expenditure on housing 

Revenue sources of the central government of selected nations for fiscal 
year 1951 

Production of selected products in n OKEC countries combined, 1938, 1946—53_ 

General indices of industrial production in OEEC countries, 1938, 1946—52_ 

Selected indices of industrial production for OEEC countries combined 
1938, 1946-52 


SUMMARY 


The highlights of the factual data, charts, and tables of this report—a large 
portion of which has never before been available for general public use—may be 
summarized as follows: 

1. The dollar value of total sales of United States corporations manufacturing 
electrical products, as well as the dollar value of both exports and imports of 
such products, have risen sharply in the postwar years, 1946-53 (inclusive), but 
at widely varying rates. 

(a) Total sales during the postwar years have averaged 6.6 times their average 
for the prewar years (1935-39, inclusive). 

(b) Exports have averaged in the postwar years 4.9 times their prewar 
average. 

(c) Imports have averaged in the postwar years 4.6 times their prewar aver- 
age (details in sec. I and II). 

2. While total sales in 1952 were 9 times their prewar average, imports in 1952 
were 12 times their prewar average. In contrast export sales in 1952 were only 
6 times higher than their prewar level. 

The foregoing data are expressed in tabular form below: 


Average annual sales value 
[1935-39 = 100] 


ania en RS ak is id, ok sees de cedewe oss ‘ 
United States exports... 
United States manufacturers total sales.......---------- 


(Details in secs. I and II.) 
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3. The rate of increase of imports of electrical equipment reflects the rehabili- 
tation of foreign industry and its approach toward a surplus position. 

The rate of increase in imports has accelerated significantly in more recent 
years, as compared with a slowing down in the growth of exports. 

This divergence in trends became far more marked in 1953, as is shown by 
the following table: 


First half of 1958 over first half of 1952 
Percent increase 
United States imports.....<cssccccccsccccccencccssessensdGllln aa 50 
United States exports___.._-.-- acon te te aren eng eee ieee aed ide 9 


Excluding Canada, exports for the first 6 months of 1953 were 7 percent below 
those of the first 6 months of 1952. (Secs. I and II.) 

4. Competition from foreign countries for third markets has also grown much 
keener, especially during the past 2 years, and is now threatening further 
inroads upon United States exports of electrical equipment, particularly in 
South America. 

For example, a comparison of European and United States price quotations 
of heavy electrical equipment, publicly opened within the past 18 months in 
Latin America and Asian countries, shows that of 124 different quotations 80 
percent were less than the United States bid. (Sec. IV, exhibits B, C, D.) 

5. Foreign manufacturers of electrical products have very large labor-cost 
advantages over United States competitors. These advantages are greater now 
than ever before. 

(a) In 1952 total monetary hourly wages and wage supplements (converted 
into United States dollars at official exchange rates) of the 9 nations covered by 
the survey ranged between only 10 percent of United States wages (and supple- 
ments) in Japan to 33 percent in Belgium and Sweden. In 1938, the rage was 
from 7.3 percent in Japan to 46.6 in Germany. 

Wage supplements have now become a significant factor in any wage com- 
parisons among nations. For example, in France and Italy such supplements 
exceed one-third of the cash wages of their workers. 

The wage ranges for 1988 and 1952 in nine countries were as follows: 





1952 1938 

United States_.---..- i ; snvas6o Sd Was 100. 0 100. 0 
ee cutiniinatigiidnipatinin onetid norpan=aa] 33.0 34.5 
Gwre@en co .ckiccnce ad bid whe <pniel dh tethc aiertinds shit deabernom te oiiundl 33.0 44.1 
France. _- nov=ate 30.9 43.3 
United Kingdom ____-- 28.0 37.0 
eee ee ee abate 23.8 33.9 

SO in 55 pene 61g cots espadpedee pangs bees bert} den- cash ane taster rh tn 22.0 46.6 
Netherlands... -._- 20.7 41.0 
A 19.6 22.7 
SRBEN. . See ian dc awdbbbbe~ pb sda Oe SSPE din inn db b - gai gh Ee <Ee 9.9 7.8 





The wage differentials between the United States and these nine countries 
have widened substantially in the postwar years. Only Japan, of the nine coun- 
tries, has increased its wage rates relative to the United States since 1938. 
Germany, as shown by the above table, has moved from her prewar position 
of the highest wage country among the nine nations to the fourth lowest in 1952. 

(b) By 1952 industrial production in 7 of the 9 countries had recovered to 
levels which were 3344 percent or more above their 1938 levels. Japan was onl) 
1 percent above her 19385 level. 

West Germany’s production in 1952 was 44 percent higher than in 1936, while 
her production of electrical machinery and equipment was 188 percent above 
1936, but a substantial portion of these gains has been the result of transfers of 
industrial capacity from East to West Germany rather than overall increases in 
West German production. 

(c) The legal work week (before overtime payments became due) ranges 
between 44 and 48 hours in most Europeon countries. Overtime payments are 
not generally more than 25 percent above regular wages. 

(d) During the postwar period, labor costs as a percentage of production 
value have decreased considerably more in the various foreign countries than 
they have in the United States. Three of the four countries for which comparison 
with a prewar year is possible also show a much steeper decline for that period 
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than does the United States. The reason for the more rapid postwar decrease in 
labor costs abroad is a combination of increases in productivity, which was 
very low at the beginning of the postwar period, and in value of production both 
rising considerably faster than wage rates (including wage supplements). In 
the United States, on the other hand, money wages and wage supplements ap- 
proximately kept pace with increases in productivity and value of output. These 
factors are mainly responsible for the increased disparity in labor costs between 
the United States and the various European countries. 

(e) Statistical limitations make it impossible accurately to compare the output 
per man hour between particular industries of various nations. However, it 
is both proper and possible to compare trends in productivity of particular in- 
dustries of various countries, since substantiating data are available for certain 
nitions over certain periods. 

The following table shows changes in productivity of the electrical manufac- 
turing industrics in six nations over certain years for which comparable data 
ure available. 


Output per man-hour 


Country Base year = 100 1952 level 

United States | 1939 154 
Germany... | 1936 117 
France. _-. é : t 1938 | 126 
Belgium... : 1947 130 
Holland 1939 | 1123 
Japan - 1948 2187 

' For 1950. 

2 For 1951. 


Qualified representatives of a United States manufacturer of electrical equij)- 
ment recently made a study of prevailing labor rates and general efficiency in 
the use of labor and materials in that industry in seven foreign countries. This 
study concluded that labor costs of various electrical products in the countries 
ranged between 20 and 78 percent of United States labor costs of the same 
products. In Germany, where there is a combination of low-wage rates, a high 
workweek and efficiency of both labor and equipment, labor costs excluding 
relatively moderate supplements in the industry are shown to be only about 
one-third of United States labor costs. (Details in sec. IV.) 

6. Foreign exporters almost universally enjoy the benefits of many and varied 
kinds of both domestic and export subsidies, as well as a rather wide variety 
of other types of aid from their government. United States industrial pro- 
ducers enjoy much less assistance of this sort. (Details in sec. V.) 

7. Postwar conditions have led to the establishment (or intensification where 
they already existed) of numerous import restrictions and exchange controls 
abroad. Many of these restraints on international trade are far more effective 
barriers to its expansion than are protective tariffs. Most such restraints are 
not practiced by the United States Government and, where practiced, are not 
generally applied to the electrical-equipment industry. 

Since dollars in the post war years have been, and still are, scarce in most 
foreign countries, such restrictions have fallen more heavily on goods offered 
abroad for dollars and upon United States exporters selling for dollars than 
upon foreign exporters who can sell for their soft (nondollar) currencies. 
There has been a very considerable relaxation of many such controls and restric- 
tions, as they apply to other currencies, but relatively little as they apply to 
the United States dollar. (Details in sec. VI.) 

8. Substantial losses of foriegn-investment income and smaller profits from 
various services since World War II have tended in the post war years to 
create heavily adverse balance-of-payment positions among European countries 
and Japan, particularly with respect to the United States. This state of affairs, 
due primarily to lack of multilateral convertibility of most foreign currencies. 
and the need for goods often available only in the United States, has led to 
dollar drives 9nd other efforts by foreign governments to subsidize and otherwise 
stimulate .. « exports to the United States. (Details in see. III.) 

9. There has been a dramatic improvement, however, in almost all foreign 
countries over the last year and a half toward balancing off their respective 
dollar sales with their dollar purchases. Figures for France for 1952 were not 
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available in time for inclusion in the report. Except for Italy and France all 
other seven countries (covered in the survey) whose payment balances have 
been causes for concern, show substantial credit balances in their current ac- 
counts for 1952 and to date in 1953. 

If the dollar gap be defined as the excess of the dollar value of United States 
exports of goods and services over United States imports of goods and services, 
then the gap has vanished, at least for the time being. During the year ended 
June 30, 1953, United States imports for the first time since prewar days sub- 
stantially exceeded United States exports for which we were paid. The United 
States has been called upon in this 12-month period to settle these adverse 
accounts by deliveries of gold bullion and transfers of United States (dollar) 
bank balances and Federal Government bonds or other obligations. 

Foreign nations nevertheless, during this 12-month period, received economic 
and military aid from the United States in larger sums than during any previous 
12-month period since the war. 

This general reversal of the world’s balance-of-payment position with the 
United States was even more remarkable during the first half of 1953, when 
United States gold, bank balances, and Government securities—earned net by 
other nations—would have more than paid for all economic aid extended by 
the United States inthe period. (Details in sec. III.) 

10. Qualified opinion differs as to the probable durability of this dramatic 
change, but there is substantial support for the view that this improvement in 
balance-of-payment positions now rests on more solid foundations than did a 
similar improvement in 1950, after which conditions were rendered highly 
abnormal by the outbreak of war in Korea. (Details in sec. III.) 

11. To a major degree the postwar progress abroad has been due to United 
States aid, but full credit should be given to those nations which have adopted 
policies that have been successful in ending inflation, expanding production, and 
reducing restraints on domestic and foreign trade. 

Germany is now outstripping all others in return to normal peacetime opera- 
tions, despite loss of East Germany. 

Replacement of bombed-out and dismantled machinery and equipment in 
Germany and Japan has given these countries more technologically efficient in- 
dustrial plants than they had prewar. ‘Because of their more efficient industrial 
plants, trade taking the place of aid might well benefit Germany more than any 
of our World War II allies. However, both Germany and Japan must expand 
their exports outside the Iron Curtain or they will be forced to do so inside that 
Curtain to support normal employment and feed their peoples. (Details in 
see. IIT.) 

12. In all foreign countries, duties on imports produce much larger percentages 
of their respective total revenues than they do in the United States, where 
customs duties produce approximately 1 percent of total Federal revenues, 
compared with sharply higher percentages of total revenues produced by import 
duties in most foreign nations. In 1951, the combined individual and cor- 
porate income taxes produced 71 percent of total Federal revenues in the United 
States, while abroad no nation collected more than 49 percent and the majority 
collected not more than 35 percent on an average from their income taxes— 
France only 25.6 percent; West Germany, 23.3 percent; Italy, 11.9 percent: 
Switzerland 31 percent, and the United Kingdom, 49 percent. All National, 
State, and local government receipts in the United States (mostly taxes arising 
directly or indirectly from the domestic operation of the economy) come to about 
26 percent of gross national product. 

Foreign nations, therefore, make up this difference in income-tax receipts 
primarily from general sales taxes or excises which importers into these coun- 
tries must absorb in addition to their own income-tax costs. The general sales 
tax ranges from 26.4 percent in France to 7.3 percent in the United Kingdom. 

Consequently, foreign competitors selling into the United States or third 
markets have sharply lower tax costs than American competitors selling into 
their own or foreign markets. (Details in sec. VII.) 

13. In summing up: 

(a) The wage differentials in postwar years between United States electrical 
equipment manufacturers and their foreign competitors have broadened com- 
pared to prewar years. 

(b) Domestic and export subsidies and aids by foreign nations exceed those 
enjoyed by their United States competitors. In the postwar years, the differ- 
entials in this respect have substantially increased. 
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(c) There has been an increase in the number and intensification in the use, 
of various types of exchange controls and other restraints on foreign trade since 
World War II which discriminate against the United States. 

(ad) The so-called dollar gap in foreign balance of payment positions has dis- 
appeared in the last 18 months. It has been replaced by a dollar suprplus. 

(e) Because of Germany’s more efficient industrial plants, trade taking the 
place of aid might well benefit Germany more than our World War II allies. 

(f) Foreign competitors selling into their own, United States, or third markets 
have sharply lower tax costs than United States manufacturers selling in their 
own or any foreign market. 


Senator Martone. And then section V, summary, page 184 to page 
206, which covers in the same report the subsidies and other export 
aids. 

(The excerpt is as follows :) 


Section V. SuMMARY 


With most countries practicing a wide range of import and exchange restric- 
tions the countries producing electrical goods domestically can simply apply 
quantitative import controls to keep out foreign produced goods. The importance 
of export aids is most keenly felt by United States manufacturers in competing 
in “third” markets where domestic industry does not manufacture similar items 
and. consequently, the need to protect it does not exist. 

Export aids granted by governments may be of one or all of the following three 
principwl types: (1) Subsidies; (2) export credit facilities; and (3) export 
guaranties against losses. 

Export subsidies with a dumping feature were denounced under the original 
ITO Charter, but not domestic subsidies paid to stimulate domestic production 
haviug only a small effect upon exports. The present GATT provisions do not 
classify various forms of tax relief and tax refunds as export subsidies although 
they may contribute to substantial price advantages as in the case of France. 
While most Europen countries and Japan pay direct or indirect subsidies to 
promote exports, the United States limits its direct export subsidies to a few 
agricultural commodities. 

For many years expor credit facilities, of special importance in the case of 
capital goods exports such as heavy electrical equipment, and export insurance 
against a great number of risks not of the common commercial type have been 
available to exporters in practically all foreign countries as contrasted with 
the United States where business opinion in the past was opposed to extensive 
Government operations in the field of export financing and risk insurance. Toa 
limited extent and only supplementary to commercial financing has the Export- 
Import Bank of Washington extended or underwritten credits for export trans- 
actions. And in spite of bills introduced in the Congress in recent years no 
comprehensive legislation on risk insurance was passed to date. Since 1947 
the International Bank for Reconstruction and Development has provided credit 
facilities for equipment purchases for electric power projects, mostly in the 
underdeveloped countries. 


SUBSIDIES AND OTHER EXPORT AIDS 


Any adequate discussion of subsidies and other incentives available to exporters 
in various ccuntries must include all export aid devices, including those that 
do not necessarily or directly contribute toward price disparities between United 
States and foreign manufactured electrical goods, but that are important in 
the successful competition for orders, especially in third markets. For this 
reason, the following analysis is not limited to a discussion of the various forms 
of direct and indirect subsidies, but also includes special export credit and 
insurance facilities. The latter may not be reflected in price quotations, but they 
govern credit terms—often the decisive criterion in the selection of a supplier 
of capital goods, such as heavy electrical power equipment. 

In a world in which quantitative import restrictions and tariffs are widely 
maintained as direct controls on the flow of international trade, competition in 
the domestic market by a product subsidized abroad can be controlled by the 
application of import controls. The story is different when it comes to third 
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markets where goods produced without aid find it difficult to compete on equal 
terms with goods subsidized in some form. And this is the area where the 
effects of subsidies are most keenly felt in present circumstances. 

A growing distortion of competitive conditions in international trade as a 
result of various export-aid practices and an increasing concern about Govern- 
ment interference in the development of world markets has caused international 
organizations such as the International Monetary Fund (IMI) and the Organ- 
ization of Huropean Economic Cooperation (OEEC) to take an active interest 
in the various export aid practices. At the Eighth Session of the Contracting 
*arties of the General Agreement on Tariffs and Trade (GATT) at Geneva in 
October 1953, Government representatives of various countries appeared “fright- 
ened” by the growth and effects of export subsidies. The United States, which 
took great pains to help the Italian economy get back on its feet during the 
postwar years was accused of driving Italy out of the market for oranges in 
northern and central Europe. And the United Kingdom delegate at the session 
announced that his government would press for tighter provisions in the general 
agreement against subsidies when a general revision of the trade rules of GATT 
was considered in 1954. 

Export aids provided by governments may be broadly classified in these three 
principal categories: (1) Subsidies; (2) Export credit facilities; (3) Export 
guaranties against losses. Only an evaluation of total effects of the devices 
in their overall application seems possible. Export aids did not originate after 
World War II although postwar ‘export drives,” in order to stimulate exports 
primarily to the dollar area, were accompanied by all kinds of export incentives 
offered by many governments. Actually there is a long history of export assist- 
ance. As early as 1921 the United States Congress passed antidumping legis- 
lation which permitted the Government to impose countervailing duties on goods 
threatening to flood the United States market solely because of irresponsible 
price cutting of foreign goods as a result of government subsidies abroad. Sim- 
ilarly, the introduction of export credits with Government participation and 
export insurance under Government auspices dates back to the years following 
World War I. In 1920 TREDEFINA (Treuhandverwaltung fuer das deutsch- 
niederlaendische Handelsabkommen) was organized to administer a credit of the 
Netherlands Government which was intended to make possible short term 
financing of certain German exports. Also as early as 1920 government insur- 
ance to cover certain types of credit risks not insurable with private insurance 
was provided for in the British Overseas Trade Credits and Insurance Act of 
that year. 


SUBSIDIES 


Governments may grant subsidies to exporters or to producers. While the 
nature of a subsidy may be similar in each instance, the purpose may be en- 
tirely different. Export subsidies, in many instances, may be granted to enable 
domestic producers of, say, agricultural commodities to market an actual sur- 
plus abroad. Producer subsidies, on the other hand, are usually intended to 
stimulate production of a given commodity, in response to some indicated de- 
mand frequently without special reference to marketing possibilities abroad. 
Production subsidies appear to be more frequent than export subsidies. Quite 
obviously, however, they can also affect the volume of foreign trade in that 
they may result in the sale of a product abroad at a price which is lower than 
the domestic price. The Habana Charter for an International Trade Organiza- 
tion made a distinction between export subsidies with a dumping feature and 
domestic subsidies having merely an incidental effect upon exports. The Gen- 
eral Agreements on Tariffs and Trade does not consider tax remissions, tax ex- 
emptions and other forms of relief granted by some governments to their 
exporters on goods sold abroad as export subsidies, although such aid permits 
export prices to be lower than domestic prices since certain important cost fae- 
tors are eliminated or reduced. Far-reaching refunds or social security charges 
and tax exemptions as granted in France have been given increasing attention 
by the United States Treasury officials, but, in the absence of outright com- 
plaints from business, no formal study with a view to recommending the 
imposition of countervailing duties has been undertaken. 

A direct subsidy payment may be made in fixed amounts or as a fixed per- 
centage of the value of the goods exported with a greater percentage on higher 
turnover so as to act as a strong export incentive. Excise, turnover, and sales- 
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tax exemptions may be granted for goods being exported. Manufacturers’ taxes 
aud transmission taxes, often levied repeatedly each time the goods change 
hands while they pass through various stages of processing, often are reimbursed 
by granting a percentage refund of the value of the final product exported. 
“Numerous other forms of direct export assistance which may be better classified 
as indirect subsidies to promote export activities of various countries iave 
become widely used. The United Kingdom, by importing raw materi*is on 
Government account which are exempt from import duties, provides the export 
industries of the country with supplies on a preferential and cheaper basis. 
In the Netherlands and the United Kingdom domestic prices were stabilized by 
the Government—a step which helped improve the competitive position of the 
countries’ exports during periods of rapidly increasing inflationary pressures 
throughout the world such as that which followed the outbreak of the Korean 
conflict. An additional incentive is offered to Netherlands exporters in the form 
of tax-free export reserves amounting to 1 to 3 percent of export volume. Simi- 
larly, investments in the Netherlands made to increase exports benefit from 
special “fast writeoff” provisions applicable for the years 1953 to 1957. 

Almost identical privileges have been granted to German exporters. Govern- 
ment participation in such export promotion costs as marketing research, 
product standardization, and quality control, foreign trade fairs, etc., as provided 
by the Italian Government to small and medium-sized companies and by the 
United Kingdom to stimulate dollar exports, must be included in any listing of 
indirect Government subsidization. Finally, even progressive income-tax rates 
as they are imposed in the United Kingdom are said to be an aid—if only 
accidental—to stimulate exports. Because profits are largely taxed away Brit- 
ish industry is said upon occasion to have resorted to exporting at or even below 
cost to cancel out tax liabilities otherwise incurred as a result of profits from 
domestic business established during a taxable year. 

Finally, a few other practices may be properly cited as examples of indirect 
subsidies. In certain countries, the government, eager, to promote the exporta- 
tion of certain designated commodities, permits particularly favorable rates at 
which exporters may exchange proceeds from their exports into the national 
currency. Here the nature of an indirect subsidy is based on the fact that the 
gocernment pays an amount for the foreign currency earned which is higher than 
the officially fixed rate of exchange. 


a a aca 


EXPORT CREDIT FACILITIES 


Since the war adequate credit facilities granted to the buyer often have become 
a prerequisite for obtaining an order, irrespective of attractive prices, superior 
quality, and convenient delivery terms. Tightness of the private capital market 
in most countries has induced exporters increasingly to bring pressure to bear 
upon their governments to provide such credit facilities as will permit the exten- 
sion of 8- and 10-year credits to buyers of heavy electrical equipment needed 
for new electric power projects, of ships, and of railway equipment. Notwith- 
standing the strong comeback stages by the manufacturers of electric goods in 
the Federal Republic of Germany as evidence by rapidly expanding exports, 
these manufacturers have complained that, unless their Government provides 
more adequate credit facilities, they are hampered in their efforts to meet the 
credit terms demanded by customers in Latin America and other underdeveloped 
countries who lack the funds to make prompt payment for what are, in effect, 
basic investments designed to develop their economies and expand their produc- 
tive facilities. While the London money market has been able to meet the demand 
for self-liquidating short-term “cash” and “acceptance” transactions, banking 
houses are reportedly unwilling to tie up their resources in long-term credits. 
The British Government declined to give recognition to this situation v7hen 
the Chancellor of the Excheguer said: “On the whole I believe that (our banking 
and financial system) does (provide adequate finance for our exporters) and 
if there is a problem here, it is rather one of making more widely known the 
financial facilities that already exist.” 

But the Associated Electrical Industries, Inc.—the large British electrical 
manufacturing combine—have stated that “success or failure (to secure export 
orders for large capital projects) depends more and more on the ability of the 
manufacturer to negotiate long-term finance.* * * Our financial resources do 
not permit us to bear the full burden of financing capital schemes of this kind. 
If we are to continue to secure our share of the export market, we must expect 
the finance to be arranged mainly by the city of London and the Government.” 
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ven in the United States, the facilities of the Export-Import Bank of Wash- 
ington, a Government agency established in 1934 to further United States foreign 
trade without competing with private banking institutions, have been exten- 
sively utilized. The bank has underwritten private bank loans and credits and 
extended lines of credit of its own within the limits of its lending authority 
(at present it is $4.5 billion) for many capital-goods transactions which include 
United States supplies of heavy electrical equipment purchased by foreign 
countries in connection with electrical power projects, particularly in Latin 
America and Africa. Numerous transactions were arranged with the United 
States exporters participating in the credit extension since the end of World 
War IT. 

Special Government credit assistance available to exporters in a number of 
countries is not limited to the extension of credit that cannot be obtained on 
a commercial basis, but may include the manipulation of interest rates to keep 
them artificially low for the business community at large or provide for specially 
low interest rates in connection with governmental export credits. This results 
in lower credit costs to exporters and helps increase the products’ competitive 
price position in foreign markets. In Germany the Bank Deutscher Laender 
exercises such general control over interest rates. The Belgian Institut de 
Reescompte et de Garantie (Rediscount and Guarantee Institute), a semi-Gov- 
ernment institution, accepts commercial paper based on export and import 
financing operations and eligible for rediscounting by the National Bank of 
Belgium but having a maturity longer than 120 days and grants lower than 
usual interest rates in connection with dollar exports and EPU area imports, 
Similarly, export paper having a maturity in excess of 2 years is purchased 
by the Societe Nationale De Credit a l’Industrie (National Industrial Credit 
Society). France permits private banks to exceed specified credit ceilings im- 
posed upon them individually if they finance dollar exports. In February 1953 
the discount period for commercial paper presented by French exporters was ex- 
tended from 3 to 6 months and the discount rate reduced from 4 to 3.5 percent. 
The Netherlands Government sponsored the establishment of a special Export 
Finance Corporation in 1951 and provided the institution with a guarantee 
against “liquidity shortages” not exceeding 50 million guilders. 

The Export-Import Bank of Japan, authorized to finance capital goods exports, 
is permitted to extend credits with commercial bank participation. Originally 
75 percent of the credit could be provided by the Export-Import Bank in combi- 
nation with 25 percent commercial bank credits. The ratio has now been 
changed to 90 percent and 10 percent respectively. Under a bill approved by 
the Italian Government for submission to Parliament, Mediocredito (the Italian 
Central Institute for Medium Term Credit Financing) would administer a fund 
of 40 billion lira to finance medium term credits in connection with special ex- 
ports and be empowered to discount papers and advance money against de- 
posit of such papers. 


EXPORT INSURANCE AND GUABANTIES 


Governmental export insurance and guaranty practices have rapidly in- 
creased in number and application around the globe since the end of World War 
II. Risks, insurance for which is not ordinarily written by private insurance 
companies, may broadly be grouped as follows: Political, catastrophic, com- 
mercial, economic, production loss, and cost fluctuations. 

Political risks insured by Government institutions include war, revolution in 
the buyer’s country, civil unrest, seizure by foreign government. Catastrophic 
risks include losses due to earthquakes, floods, and other natural phenomena. 

Commercial risks which do not fall within the province of customary private 
insurance coverage are insolvency of the buyer or the buyer’s failure to make 
payment within a specified period of time. 

Economic risks may consist in the exporter’s inability to obtain remittance 
in his country’s currency due to exchange restrictions imposed by the country 
in which the customer resides, losses resulting from adverse changes in exchange 
rates, sterilization of funds in blocked accounts abroad, conversion into a foreign 
currency not agreed upon, changes in clearing fees collected in connection with 
transactions governed by bilateral trade and payments agreements or levied, as 
in the case of Switzerland, in connection with transactions coming under the 
EPU settlement procedure. A guaranty against the possibility of production 
losses due to any of the foregoing causes or resulting from the cancellation of 
export licenses and the imposition of export restrictions is available in some 
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countries. Similarly, protection against fluctuations in production costs resulting 
from internal price rises, increases in the cost of raw materials and labor— 
limited in France to mechanical and electrical products—is designed to under- 
write firm export prices quoted by exporters. A relatively new type of guaranty 
which was developed in recent years as part of concerted drives to promote 
exports to the dollar area is export promotion insurance which guarantees com- 
pensation for a stated percentage of the cost of market surveys, product develop- 
ment and test, advertising and sales promotion, and the keeping of inventories 
abroad in case expected exports do not materialize. 

In most instances governmental risk guaranties require the exporter to par- 
ticipate in the risk to a certain extent by limiting claims to as low as 70 percent 
of the total credit or transaction covered, depending upon the type of risk 
involved. Often insurance is actually written by private insurance companies, 
with governments merely underwriting or reinsuring the risks. Export credit 
insurance and guaranties are most highly developed in the important trading 
nations like the United Kingdom, France, the Netherlands, Switzerland, and, 
more recently, the Federal Republic of Germany. Belgium, Sweden, and Japan 
offer only certain types of coverage, whereas Italy is only considering the 
adoption of an insurance and guaranty program. 

An example of a rapidly growing use during the postwar years of Government 
insurance facilities, activities of the British Export Credit Guaranty Depart- 
ment, set up in 1930 under the secretary of the Department for Overseas Trade, 
may be cited, As reported by the president of the United Kingdom Board of 
Trade on March 6, 1952, an estimated 15 percent of total United Kingdom exports 
were covered by export credit guaranties in the year 1951-52 as compared to only 
8 percent in 1946-47. 


United Kingdom erports and reexports covered by export credit guaranvies 


Value of 
Proportion shipments 
of total declared 
exports under ECGD 
guaranties 


Percent Millions 
1946-47 8 £82. 9 
1947-48_. 8. : 
1948-49... _. 9.6 
1949-50 11.5 
1950-51 12. 6 
1951-52-. .. 15 


1 Estimated. 


Credit insurance on foreign transactions is not written in the United States, 
either privately or by the Government. Even domestic-credit insurance is not 
written by any private company domiciled in the United States. Until recently 
risk insurance beyond that for normal commercial risks which, of course, may 
be covered by privately written insurance, was limited to marine and aviation 
war risk insurance. Such insurance was handled by private companies with the 
Government actually providing only reinsurance facilities, i. e., the Maritime 
Administration and the Defense Air Transportation Administration, both agencies 
of the Department of Commerce, are empowered to provide coverage if war- 
risk insurance is withdrawn by private companies because of international 
developments. 

A somewhat stronger interest in Government participation in risk insurance 
has manifested itself more recently. Under an amendment to the Export- 
Import Bank Act of 1945, which was approved by the President on May 21, 1953, 
the Export-Import Bank of Washington was authorized to provide insurance 
in an aggregate amount “not in excess of $100 million outstanding at any one 
time for the benefit of citizens of the United States * * * against the risks of 
loss of or damage to tangible personal property of United States origin which 
is exported from the United States in commercial intercourse and is located in 
any friendly foreign country * * * [resulting] from hostile or warlike action 
in time of peace or war * * * or from an order of any government * * * 
confiscating, expropriating, or requisitioning such property * * *.” 
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Essentially this type of insurance coverage is similar to guaranties against 
loss of inventories kept abroad which is available in many other countries. 
The United States coverage was expected to benefit primarily exporters of 
agricultural staples such as cotton who make it a practice to keep stocks abroad 
to which they retain title. 


COUNTRY SUMMARIES OF SUBSIDIES AND OTHER EXPORT AIDS 


. United Kingdom 6. Sweden 

. France 7. Italy 

. Federal Republic of Germany 8. Switzerland 

. The Netherlands 9. Japan 

. Belgium 10. United States 


UNITED KINGDOM 
Tax relief 
1. Exports exempt from purchase tax. 
2. Reduction of internal taxes effective April 13, 1953, intended to reduce prices 
and thus stimulate exports. 
3. Empire preferences: British goods admitted to Commonwealth countries 
upon payment of duties reduced by 15 to 45 percent. 


Export financing 


1. No specific program. In some cases the Export Credits Guarantee Depart- 
ment guarantees credits granted by commercial banks. 


Export insurance and guarantees 


1. Administerea by the Export Credits Guarantee Department (ECGD), 
Department of Overseas Trade, Board of Trade. 
2. Coverage, 50 to 90 percent, depending upon type of risk insured. Premium 
rates, 4% to 2 percent. 
3. Risks covered: 
(a) Political (war, revolution in buyer's country, civil war, and commotion, 
extra freight charges due to division of cargo). 
(b) Catastrophic. None. 
(c) Commercial (Buyer’s insolvency or failure to pay within 12 months from 
due date). 
(d@) Economic (exchange restrictions or lack of foreign exchange in buyer’s 
country that prevent the transfer of pound sterling to the United Kingdom.) 
(e) Production losses (resulting from above causes, from cancellation or 
nonrenewal of export licenses granted, or from introduction of new export 
restrictions previously not applicable.) 
(f) Price fluctuations, of unspecified nature. 
(g) Special guarantees: Under a 1949 act transactions undertaken in the na- 
tional interest such as— 
(1) Sales development and expansion in a desirable market (dollar 
export drive). 
(2) Exportation of a large domestic surplus of a particular commodity. 
(3) Inventories kept abroad. 
Up to 50 percent of cost covered. 
FRANCE 
Tag relief 
1. Exemption from: 
(a) Production tax (taxe unique a la production and taxe a la valeur ajoutee, 
15.35 percent or 6.35 percent). 
(b) Sales or turnover tax (taxe sur les transactions, 1 percent). 
Both are assimilated in the “tax sur le chiffre d’affaires.” 
Discounts of 11 to 14 percent allowed on dollar sales to tourists as a refund 
from production and transaction taxes. 
2. Refund of: 
(a) Social charges (sickness, accident, unemployment insurance, family 
allowances). 
(b) Payroll taxes. 
Refund is 100 percent. Social charges and payroll taxes amount to 28.1 
percent of salaries, Settlement monthly. 
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(c) Fiscal taxes. Refund is a percentage—5.45 or 8.72 percent depending upon 
type of commodity—of export price; intended as a compensation for taxes on 
the product during preceding stages of manufacture. 


Export financing 

1. Credit volume ceilings imposed on individual commercial banks lifted in 
the case of exports. 

2. Discount period for commercial paper presented by exporters 6 instead of 
8 months. 

3. Discount rate for export paper reduced from 4 to 3.5 percent. 

4. C. I. T. E. R. (Compagnie Intercontinentale d’Etudes et de Realizations), 
supplied with capital by a Government owned and a private commercial bank, 
facilitates dollar export transactions and extends loans to increase production 
for export. 

5. Banque Francaise du Commerce Exterieur (capital subscribed by Govern- 
ment-financed institutions) guarantees commercial paper; this permits exporter 
to draw immediately on the Bank of France. 

Export insurance and guarantees 

1. Administered by Compagnie Francaise d’Assurance pour le Commerce 
Exterieur (CFACE). 

2. Coverage, 65 to 90 percent. 

Premium rates, % to 2 percent. 

3. Risks covered : 

(a) Political (same as United Kingdom). 

(b) Catastrophic (earthquakes, floods, other natural phenomena). 

(c) Commercial (same as United Kingdom). 

(d) Eeonomic (adverse change in exchange rate, blocked accounts, delay in 
transfer of funds). 

(e) Production losses (same as United Kingdom). 

(f) Price fluctuations (increase of raw material and labor costs; covered by 
Commission des Guaranties et du Credit au Commerce Exterieur rather than 
CFACE). 

(g) Special guarantees: 

Same as United Kingdom, except that risks incident to the exportation of com- 
modities that are in surplus domestically are not covered. 


FEDERAL REPUBLIC OF GERMANY 

Taz relief 

1. Exemption from: 

(a) Turnover tax (Warenumsatzsteuer). 

(b) Insurance tax on shipping charges if insurance includes forwarding of the 
shipment abroad. 

2. Refund of 1 to 3 percent to compensate for turnover tax levied during earlier 
stages of production. 

3. Special tax benefits ; 

(a) Tax-free export reserves (1 percent of value of shipments of exporter, 
3 percent of value of shipments of exporting manufacturer). 

(b) 'Tax-free amount in determining taxable profit (percentage is same as 
under (a)). 


Export financing 

1. Administered by the Deutsche Ausfuhrkredit A. G. (German Export Credit 
Bank). Credit financed up to 80 percent, with exporter participation. 

2. Credit terms: 

(a) Long-term credits (1 to 4 years, in exceptional cases longer; interest, 
7 percent). 

(b) Medium-term credit (6 months to 2 years; interest, 514 percent). 

3. Maximum credit, DM 5 million (with certain exceptions). 

4. Bank deutscher Laender (National Central Bank) keeps interest rates low 
to help exports compete abroad. 
Export insurance and guarantees 

1. Administered by Hermes Kredit Versicherungs A. G. 

2. Coverage, 75 to 95 percent. 


Premium rates, 44 to 1% percent. 
3. Risks covered : 
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(a) Political (seizure by foreign government, war, revolution). 

(b) Catastrophic—not known. 

(c) Commercial (same as United Kingdom). 

(d) Economic (blocking of transfers, conversion into foreign currency not 
agreed upon). 

(e) Production losses (same as United Kingdom). 

(f) Price fluctuations—not known. 

(9g) Special guaranties—unknown. 


Nore.—Exporter carries 25 percent of the commercial and 15 percent of the 
political risk himself. 


THE NETHERLANDS 
Taz relief 


1. Exemption from turnover tax. 

2. Proposed refund of “compensation tax” (a payroll tax). 

3. Special tax benefits: 

(a) Tax-free export reserves similar to those permitted by Germany. 

(b) Faster writeoffs of investments made during 1953-57 in connection with 
exports. 

t. Reduced income-tax rates and other tax relief, to take effect January 1, 
1954, intended to assure stable domestic prices. This may help competitive 
position of Netherlands products abroad. 


EBeport financing 


1. Administered by the Export Finance Corporation (N. \ 
ing-Maatschappij). 

2. Credit terms: 

(a) Long-term credits. 

(b) Medium-term credits. 

Credits mainly intended for capital intensive export transactions (shipbuild- 
ing, railway equipment), particularly to Latin America, Indonesia, the Near 
East. 

3. Government guaranties Export Finance Corporation against “liquidity 
shortages” of up to 80 million guilders. 


. Export-Financier- 


Export insurance and guaranties 


1. Administered by the Netherlands Credit Insurance Co., Ltd. (Needer- 
landsche Credietverzekering Maatschappij, N. V.), a private company under 
the supervision of a milisterial Guarantee Commission. 

2. Coverage, 70 to 90 percent. 

Premium rates not known. 

3. Risks covered. 

(a) Political (same as United Kingdom). 

(b) Catastrophic (same as France). 

(c) Commercial (same as United Kingdom). 

(d@) Economie (exchange rates, transfer). 

(e) Production losses (same as United Kingdom). 

(f) Price fluctuations—not known. 

(g) Special guaranties (same as France). 


Notre.—Exports originating in one of the Benelux countries and consigned to 
another Benelux country are (a) free from import duties in the other country 
and (b) subject to excise and other tax levies made increasingly uniform for 
all Benelux countries, 

BELGIUM 
Taz relief 

1. Exemption from: 

(a) Transfer tax (tax sur les transmissions, mostly 4.5 percent). 

(b) Invoice tax (tax de facture, 0.45 percent). 


Export financing 


1. Administered by the National Institute for Rediscount and Guarantee (In- 
stitut de Reescompte et de Garantie) and National Industrial Credit Society 
(Societe Nationale de Credit a l’Industrie), both para-statal institutions. 

2. Credit terms: 

(a) National Institute for Rediscount and Guarantee accepts commercial 
paper of longer than 120 days maturity eligible for rediscounting by the Belgian 
National Bank; grants lower than usual interest rates in connection with ex- 
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ports to the dollar area; and offers special financing for United States offshore 
purchases. 

(b) National Industrial Credit Society purchases export paper with maturi- 
ties of more than 2 years at more favorable interest rates. 

3. Commercial bank loans guaranteed by the Government to a very high 
amount. 

4. Comifex, a consultative committee for the coordination of medium term 
credit, has representatives of Government, public credit institutions, and bank- 
ing circles. 

Export Insurance and Guaranties 

1. Administered by Office National du Ducroire, a Government institution. 

2. Coverage, 80 percent to 85 percent. 

Premium rates: Short term, 0.30 percent to 1.25 percent; long term, 3 percent 
to 5 percent. 

3. Risks covered : 

(a) Political (same as United Kingdom). 

(b) Catastrophic (same as France). 

(c) Commercial (limited to foreign public bodies). 
(d@) Economic (same as Netherlands). 

(e) Production losses (same as United Kingdom). 
(f) Price fluctuations—not known. 

(9g) Special guaranties (same as France). 


Note.—Exports originating in one of the Benelux countries and consigned to 
another Benelux country are (a) free from import duties in the other country 
and (b) subject to excise and other tax levies made increasingly uniform for 
all Benelux countries. 


SWEDEN 

Taz relief 

1. No tax remissions or other tax relief available to exporters. 
Export financing 

1. No direct Government aid in export financing. Assistance limited to repay- 
ment guaranties available to commercial banks for credits extended to export- 
ers, up to 75 percent. 
Export insurance and guaranties 

1. Administered by the Swedish Export Credit Board, a Government institution. 

2. Coverage, 75 percent; in exceptional cases, 85 percent. 

Premium rates not known. 
3. Risks covered: 
(a) Political, not known. 
(b) Catastrophic, not known. 
(c) Commercial (buyer’s insolvency). 
(ad) Economic (blocked accounts, general moratoria; exchange rate fluctua- 
tions). 

(e) Production losses, none. 

(f) Price fluctuations, none. 

(g) Special guaranties (losses on consignment stocks in hard currency coun- 
tries, aid in connection with market studies). 


ITALY 
Taz relief 


1. Refund of: 

(a) Turnover tax (refund limited to certain products, including electric cables 
and conductive material; in connection with dollar drive, also including certain 
labor intensive products such as textiles; 2.4 percent to 5 percent of the amount 
invoiced). 

(b) Manufacturers’ tax (refund limited to a few commodities). 

(c) Customs duties on imported goods used in the processing of export 
products. 


Export financing 


1. No program adopted. 
2. Government-endorsed program of export financing to be considered by 
Parliament : 
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(a) To be administered by Mediocredito (Central Institute for Medium Term 
Credit Financing). 
(b) To have funds of 40 billion lira to finance medium term credits in conneec- 
tion with special exports. 
(c) Credit operations to consist of discounting of export paper and advancing 
money against deposit of such paper. 
Export insurance and guaranties 
1. No program adopted. 
2. Government-endorsed program to be considered by Parliament: 
(a) To be administered by Instituto Nazionale della Assicurazioni (INA), a 
public insurance agency. 
(b) Coverage, 75 percent. Premium rates, 1 percent to 3 percent. 
(c) Risks to be covered: 
1. Political, not known. 
2. Catastrophic (same as France). 
3. Commercial, not known. 
4. Economic (blocked accounts, delay of transfer of funds). 
5. Production losses, not known. 
6. Price fluctuations, not known. 
. Special guaranties, not yet included in present proposal. 
(d@) Guaranty ceiling of 60 billion lira for fiscal year 1953-54 and 1954-55 
proposed. 
SWITZERLAND 
Taz relief 
1. No special tax relief is granted to exporters. 
Export financing 
1. No special export financing is provided or underwritten by the Government. 
Export insurance and guaranties 


1, Administered by Department for Public Economy and the Federal Office 
for Industry. 

2. Coverage, up to 8O percent. Premium rates, one-half percent. 

3. Risks covered: 

(a) Political (war, revolution, civil unrest). 

(b) Catastrophic, not known. 

(c) Commercial (same as United Kingdom but application to Government 
buyers only). 

(d) Economie (blocked accounts, exchange rate changes, changes in clearing 
fees collected in transactions governed by bilateral trade and payment agree- 
ments). 

(e) Production losses (same as United Kingdom). 

(f) Price fluctuations, not known. 

(9g) Special guaranties, not known. 


JAPAN 
Taz relief 
1. Exemption from commodity tax (which is computed on the basis of the 
manufacturing price and ranges from 10 to 50 percent). 


2. No other tax rebates or exemptions known. 
Export financing 

1. Administered by the Export-Import Bank of Japan which has a 5-year life 
and may be succeeded by the Japanese Development Bank. 

2. Only capital goods exports financed, at interest rates ranging from 4 percent 
6.5 percent. 

3. Commercial bank participation required; present ratio—90:10 (75:25 
before). 


Export insurance and guaranties 


1. Administered by Export-Import Bank of Japan. 

2. Coverage, up to 80 percent of value. Premium rates, 0.48 percent to 1 
percent. 

3. Risks covered : 

(a) Political (same as United Kingdom). 

(b) Catastrophic, not known. 

(c) Commercial (buyer’s insolvency or failure to pay within 6 months from 
due date). 
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(d) Economic (same as France). 

(e) Production losses (same as United Kingdom). 

(f) Price fluctuations (exchange fluctuations as they affect prices). 
(g) Special guaranties, not known. 


UNITED STATES 
Tar relief 

1. No special tax relief for exports is provided. Exports, as are shipments 
outside a local area generally, are exempt from sales taxes levied by munici- 
palities or other political subdivisions of the 48 States, Territories, and 
possessions, 

Export financing 

1. Administered by the Export-Import Bank of Washington. 

2. Loans and credits are granted to aid in the financing of exports and imports. 

3. Credit terms: 

(a) Medium term. 

(b) Long term. 

Interest rates vary and are set in relation to prevailing rates for Government 
obligations. 

4. Bank is limited in the exercise of its functions to supplementing and encour- 
aging (i. e., underwriting) commercial credits rather than competing with them. 

5. Bank may not have outstanding, at any time, more than $4.5 billion in loans, 
guaranties, and insurance, 

Export insurance and guaranties 

A. Special insurance under Public Law 30, 83d Congress : 

1. Administered by Export-Import Bank of Washington. 

2. Coverage, 100 percent. 

Premium, 0.10 percent for 30 days. Extension possible. Insurance available 
as of November 16, 19538. 

3. Risks covered: 

Tangible personal property exported from the United States in commercial 
intercourse which is stored in a friendly foreign country and to which the insured 
has retained title may be insured against: 

Damage resulting from hostile or warlike action, including civil war, rebellion, 
revolution, insurrection; 

Government confiscation, expropriation, or requisition. 

4. Insurance authority limited to an aggregate amount of $100 million out- 
standing at any time; reinsurance for private companies provided. 

B. Marine and air war risk insurance: 

1. Administered by Maritime Administration and Defense Air Transport 
Administration, both agencies of the Department of Commerce. 

2. Coverage: Operative if and when similar coverage is withdrawn by private 
companies following the outbreak of hostilities abroad. 

C. Proposed insurance and guaranties: Senate bill 849: 

1. To be administered by a Foreign Trade Insurance Division of the Export- 
Import Bank of Washington. 

2. Coverage 90 percent and 100 percent. Premium rates to be established. 

3. Risks covered: 

All inclusive coverage “to insure or reinsure either directly or in participation 
with other (private) insurers, payment of moneys due United States residents 
or partnerships or corporations * * * for the export sale of goods (including 
services and charges related thereto) to such foreign debtors.” 

Mr. Hucarns. There is another aspect that is of some importance 
to us, Senator, that I would like to point out. Most foreign countries 
that we have studied derive a very substantial part of their gov- 
ernmental income from import duties. In this country we do not. 
The import duties are not imposed for revenue. Presumably they have 
been imposed to protect home industries. Our industry in this coun- 
try pays a higher percent of its dollar income in taxes than is paid 
in any other country studied with the exception of England. So that 
when we attempt to import into these other countries, we have to 
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pay not only our own taxes to the United States Government, on our 
production here, but we have to pay these higher import duties that 
the other countries impose, which give us a practically impossible cost 
obstacle to overcome when you combine that with the wage differen- 
tial. And we are not shipping to those countries as a result, except 
for special products. 

The study showed that 26 percent of the gross national preduct of 
the United States, and that means of the total sales of all industries 
and all people throughout the country, goes into taxes of one form or 
another, to Federal, State, and local governments. That is one point 
that is frequently missed in comparing prices that we charge in this 
country as compared with prices that importers charge, because our 
Government loses that 26 percent. 


COST ADVANTAGES OF FOREIGN PRODUCERS 


Senator Martone. What you are trying to say, then, is that in order 
to put you on a competitive basis in your own country here, there must 
be some kind of charge upon entering into the country paid into the 
United States Treasury that will make up the difference roughly 
between the wages paid in the competitive country and here, and in 
the tax paid there and here? 

Mr. Hueerns. That is about the size of it. If we are going to com- 
pete on other than mass produced items where the labor cost is low, 
we must have the cost differential equalized in one form or another. 

Senator Martone. Then these wages that we pay in this country 
from $10 to $15 a day, and even more in certain jobs, together with 
the high taxes, combine to keep up an extraordinary market in this 
country. Now competing with this you have the low-wage countries, 
the sweatshop-labor countries of Europe and Asia, where the taxes 
are adjusted on the basis that you have outlined or are lower to 
start with, they come in and take a part of this market without paying 
any of the costs of maintaining the market. 

Mr. Hvucerns. That is true. I think that we in my company feel, 
and I think it is true throughout industry, that we are perfectly will- 
ing to compete on a fair basis, where normally competitors are operat- 
ing under the same rules. Many of the practices that are followed 
by our foreign competitors are perfectly legal in their home coun- 
tries, but over here would be illegal and would be prohibited from 
selling in interstate commerce. While we are willing to tackle any- 
body under the same rules, we find it almost impossible where the 
rules of the game differ completely. 

Senator Martone. The rules of the game are different completely in 
dealing with labor and taxes, which are the two main items. 

Mr. Huautns. That is right. 

Senator Maronr. I think it is a fact, and I have stated this several 
times, that we pay more in industrial insurance, unemployment in- 
surance and social security on a man at work than they pay wages in 
several of the Asiatic and European countries. I think you will find 
that is true. That being the case, of course there is no chance to 
compete; according to your statement, they have the same machinery 
and the same direction. 
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I want to ask a little more about these industries—you might call 
them assembly line products—where the labor is cut down to a mini- 
mum, and you say you can more nearly compete. 

Can you as a matter of fact, however, compete in any industry 
whether assembly line or not if they have the same mac chinery and the 
same direction after certain experience ¢ 

Mr. Huearns. Then it becomes a matter of volume. As you know, 
if you build your volume up high enough you can make a lower price 
and take a lower percentage of price : and cut your unit costs. Because 
of the tremendous size of the American market, it would be a long 
time before our foreign competitors could build up a volume to get 
their costs down to ours in things like refrigerators and electric fans 
and consumer goods. 

On the other hand, Senator, the Japs are already doing that to an 
extent. 

Senator Mavone. That is what I thought. 

Mr. Hueerns. Their wages run overall a little under 10 percent 
of ours, but even on such things as lamp belts they are beginning 
to ship into this country, not in any large amount, but they are 
coming’ in. 

Senator Mavonr. Is it not a fact that the crockery business is prac- 
tically closed down in tis country / 

Mr. Hucarns. Yes. 

Senator Martone. If you go down to the stores, either here or in 
Reno, Nev., or New York City, do you not find the shelves cluttered 
up with crockery from Japan and Germany and other nations? 

Mr. Hvaatns. I believe you do, although I have never studied that 
one. 

Senator Matone. We have to study everything. 

Mr. Huceearns. I have heard they are in a bad way. 

Senator Martone. They are shutting down. 

Mr. Hucers. Yes. 

Senator Martone. Simply because of the difference in wages and 
taxes and other factors 

Now, let us explore that a little further. If you take radios or 
refrigerators, if you have no duty or excise or imposts in this country 
as set down in section 8, article I of the Constitution, which says that 
Congress shall set these imports, duties and excises, and shall regulate 
foreign commerce, and if Congress does not do that, if we have a 
policy of allowing material from these low costs, low wage countries 
to come in without any tax or ee or imports or excise or duties, 
whatever you call it, and they can figure on our market, just the 
same as you can, what makes you think that they would not have 
enough mar ia available to put the machinery, we will s: ay, in Canada 
or Colombia or E ngland or Scotland and do the business. 

Mr. Hugarns. In time they would. 

Senator Maronr. How mue *h time? 

Mr. Hvucerns. I do not know that has ever been studied, but con- 
sidering the size of the American market, they could take as much as 
they were able to take, and as they were able to grow up to. I think it 
would be a matter of 3 or 4 or 5 years. 

Senator Mavonr. In the matter of investment in industry, that is 
not very long, is it? 
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Mr. Huearns. No, it is not. 

Senator Matonr. Now I notice that Henry Ford wants to ship his 
Fords in here, made in England, Scotland and various other n: ations, 
without any tariff or duty or import fee and advocates that principle 
for all of you. 

I notice that Mr. Coleman, of the Burroughs Calculating Machine 
Corp. and Winthrop Aldrich, preach the system. You understand, 
I am not blaming Mr. Ford or Mr. Aldrich or Mr. Coleman, but the 
Congress is supposed to establish a principle on foreign commerce and 
duties and imposts and excises which we call tariffs “and import fees. 
That constitutional responsibility was transferred to the Executive in 
1934 for 3 years, and then has been progressively extended, that is, 
extended each time it expired. 

In 1951 the Congress extended it for 2 years, last year for 1 year, and 
now it expires on June 12 of this year. 

In the hands of the executive, meaning the State Department, the 
way it has worked out, they have made trade agreements continually 
lowering duties, excises, and imposts which we call tariffs, in agree- 
ments with other countires. Do you think that policy has wor ked out 2 
That is to say, the transfer of that responsibility to the executive which 
is by the Constitution of the United States the duty of the Congress / 


NOTHING IN EXCHANGE FOR CONCESSIONS MADE UNDER THE 1934 TRADE 
AGREEMENTS ACT 


Mr. Hvucerns. Insofar as we can see, we have gotten nothing in 
exchange for the tariff concessions we have made or have gotten very 


little. The tariff law, as it is today, is of no use to us in ‘those areas 
where the foreign manufacturers are able to compete at all. It is so 
low as comp: red with our cost differentials as to be meaningless from 
a competitive standpoint. 

Senator Martone. I notice you have here “Import restrictions and 


exchange controls.” What do you mean by import restrictions and 
exchange controls? 


IMPORT RESTRICTIONS AND EXCHANGE CONTROLS 


Mr. Hucerns. Those are the import restrictions and exchange con- 
trols that are placed by other countries on goods which are imported 
into those countries. To a large degree they are aimed at avoiding 
the loss of dollars and dollar exe change, but whatever their purpose may 
be, it certainly effects our ability to sell in those countries. "Those to 
a large degree revolve around the licensing sytem whereby before 
anything may be imported into a given country, a Government license 
must be obtained, and usually the available exc hange to pay for the 
material goes along with the license. 

It is both a matter of law and regulation and administrative opera- 
tion, but with specific exceptions on different types of products it is 
pretty widespread and imposes a very serious barrier to the exports 
of our type of product. 

Senator Martone. We have heard some of this information before. 
As a matter of fact, under their exchange restrictions or exchange 
controls, quotas, and other restrictions, do they facilitate or do they 
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srevent the trade agreements from becoming effective which they 
fe e signed with this country, as far as imports into their country 
is concerned ! 
Mr. Huearns. I should like page 208, identified as section 6 of that 
same exhibit No. 1, the summary, ine luded in the record at this point. 
(The excerpt is as follows:) 


Section VI. SUMMARY 


Quantitative import controls and exchange restrictions, first introduced during 
the great depression of the 1930's, were continued by most countries after the 
end of World War II, first to regulate imports to meet reconstruction needs 
mostly available from the dollar area only and later to conserve gold and hard 
currency reserves in the face of an apparently persistent dollar gap. Intra- 
European trade (outside the Iron Curtain) and Western Europe’s trade with 
some of the wider monetary areas—such as the sterling bloc—included in the 
clearing arrangements of the European Payments Union, by contrast, has been 
increasingly freed from quantitative trade restrictions. 

Imports, especially from dollar sources, are usually planned by foreign coun- 
tries and import licenses granted on the basis of priority and importance for 
their economy or the use of imports for processing into goods for export, again 
with emphasis on export promotion to the dollar area. Import licenses usually 
earry with them the automatic right to the foreign exchange required for the 
transaction authorized. They are issued on the basis of broad published regu- 
lations usually subject to wide discretionary powers left to licensing officials. 
It is, therefore, extremely difficult to assess properly the effect of the restrictive 
practices upon electrical products in particular without the knowledge of specific 
experience of individual companies whose products may have been denied entry 
into other countries. 

It can be stated, however, that raw materials, foodstuffs, and certain indus- 
trial products, particularly capital goods, are usually aceorded preferential 
treatment. Consumer goods, especially luxury items, ordinarily are not admitted 
when the need for hard currency to cover such imports arises and the same 
products are available from soft-currency sources. From this point of view 
United States heavy electrical equipment appears to enjoy a distinct advantage 
over United States electrical household appliances in the light of import coatrols 
in effect in other countries. As a matter of fact, tariff benefits and more gen- 
erous import authorizations have induced American manufacturers of mass pro- 
duced items to ship their products in sections and parts and carry out assembly 
operations abroad. 

Relatively free from discriminatory restrictions as to their nature, but not 
as to quantity are imports from the United States under the British import 
token plan (limited to token quantities) and the export bonus dollar schemes, of 
importance until recently, of the Netherlands, the Federal Republic of Germany, 
Denmark, France, and others (limited to the amount of bonus dollars available 
from exports to the dollar area). 

Bilateral trade and payments agreements governing much of the trade between 
Western and Eastern Europe and between Western Europe and Latin America 
und the Far East have been used as instruments of commercial policy not only 
to secure needed imports, but also to retain export markets for luxury goods. 


Mr. Huearns. You were asking about the Reciprocal Trade Act. 
I would like to submit for your consideration another study which 
we had prepared on an analysis of legislation, treaties and regulations 
affecting the ability of American manufacturers to compete with 
foreign produced goods. 

Senator Matone. Before you go into that, I want to just close up 
this gap conclusively. When you say that you can better compete 
in the assembly-line methods wherever applicable—you are a volume 
manufacturer, rather than a custom producer where considerable hand 
labor is involved—what you mean by comparison, you can more nearly 
compete. You do not mean you can compete with them when they 
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have your machinery and assembly-line methods and free access to 
this market, do you ¢ 

Mr. Hucarns. They can, if they have comparable goods. To a 
large degree in consumer goods they have not developed them to the 
point we have. 

Senator Matonr. Who are you referring to as “they”? 

Mr. Hvucarns. Any of them. 

Senator Martone. Foreign nations. 

Mr. Huaerns. Foreign nations. 

Senator Matonre. Suppose an American company goes in, just as 
Ford has gone into the nations of Europe and Canada. I simply 
refer to him as an example of American manufacturers that want to 
go abroad in the low-wage areas and furnish this market. Mr. Ford’s 
superintendent and foremen of assembly line methods would be just 
as eflicient with German or Japanese labor after certain experience 
as they are here with American labor, would they not? 

Mr. Hucarns. Yes. 

Senator Martone. Then the water freight would be about all that 
would add to his costs and his cost of labor and his tax differential 
would, of course, many times overcome the water freight. So what 
would you say in that regard ? 

Mr. Hucerns. You then get into problems of marketing, distribu- 
tion systems, advertising, public preference. 

Senator Matonr. What about the markets in this country where 
they already have the distribution system ? 

Mr. Huceerns. A man like Henry Ford would already have his 
distribution system. Whether he would put foreign-made cars in 
the same distribution system as with the Fords and Lincolns and 
Mercury. I do not know. I mention the distribution market of con- 
sumer goods as one thing outside of the manufacturing cost problem, 
which is a problem. 

Senator Matonr. Suppose General Electric with their wide knowl- 
edge of assemblyline methods—I suppose they are just as good as 
Westinghouse in any department, are they not? 

Mr. Huearns. I would not agree with that, but I will not argue 
about it. 

Senator Martone. At least people are led to believe they are, and 
until I would see some kind of differential, I would have to go along 
with public opinion. Suppose it is established here that we are for a 
free trade principle and Congress goes along with it, and there is no 
duty, import fee or excise tax on any product that they manufacture 
and they put their plant in England or in Canada or Scotland, Ja- 
pan—our friend Jim Remington has a typewriter plant in Japan— 
with General Electric’s distribution system in America, what do you 
think you would have to do to compete with them ? 

Mr. Hvueerns. You would have to fight fire with fire. 

Senator Matonr. You would have to go out and put a plant in the 
same place. 

Mr. Huacerns. Yes, or buy material that somebody else was mak- 
ing over there and put your name on it over here and sell it here. But 
you would throw your plants out of work here in the United States 
in doing that. 


Senator Matonr. What would you do to the employment here, and 
the taxes you are now paying? 
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Mr. Hvucerns. We would substantially reduce the employment here 
and substantially reduce the taxes. 

Senator Martone. Do you think this letter addressed to the District 
Engineer, Corps of Engineers, United States Army, Walla Walla, 
Wash., written by the General Electric Co., outlining the tax losses 
here, and the unemployment resulting is an accurate estimate ? 

Mr. Hvuaerns. Yes; it is. It is a pretty good estimate. I have 
read the letter with a good deal of care, and it outlines the problem we 
face in that type of equipment. 


SUGGESTED MEASURES TO COUNTERACT THE UNFAIR FOREIGN COMPETITION 
DOMESTIC PRODUCERS NOW FACE 


Senator Matone. What principle do you think should be followed 
here? Do youthink that we should continue the policy under the 1934 
Trade Agreements Act, or let it expire and revert to the Tariff Com- 
mission, an agent of Congress, on the basis as set down in the tariff 
laws? 

Mr. Hvuaerns. There are two basic principles, Senator, I do not 
think that the reciprocal trade treaties have done a job for manufac- 
turers in this country. 

Senator Matonr. What did you call them? 

Mr. Huearns. Reciprocal trade treaties. 

Senator Matone. Where did you get that name ? 

Mr. Hvucerns. That is what they are always called by those who 
negotiate them. 

Senator Martone. You understand that the phrase does not occur 
in the act itself? 

Mr. Hveerns. I understand that. 

Senator Matone. Who refers to them as “reciprocal trade”? 

Mr. Hvucerns. The newspapers, everybody talks about the Recip- 
rocal Trade Act. ' 

Senator Martone. Would it be a good idea to identify it by the 1934 
Trade Agreements Act? 

Mr. Hvuearns. It is the 1934 Trade Agreements Act, that is right, as 
extended in 1953, I believe, for 1 year. 

Senator Matone. That is right, and had been extended for 3 years 
successively until 1951, when it was extended for 2 years. If that 
expires now and is not extended, what would happen / 

Mr. Huearns. Then the existing agreements, as I understand it, 
stay in effect, and tariffs from here on would be made by the Tariff 
Commission, rather than by the State Department. 

Senator Martone. The minute the act expires, the authority reverts 
to the Tariff Commission, which is an agent of Congress. On the 
basis of section 336 of the Tariff Act, which directs the Tariff Com- 
mission to determine the difference in cost between producing an 
article here and a like article in the chief competitive country and 
recommend that difference as that tariff; that is true, is it not? 

Mr. Hueerns. That is right. 

Senator Matonr. The trade agreements are already made and 
would remain in full force and effect if and until the President served 
notice on the country entering into an agreement a 6-months notice 
of cancellation, or unless the country served the same notice to us. 

39888—54—pt. 10 —42 
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Mr. Hueerns I believe that is right. 

Senator Martone. Unless they want to make further agreements, 
there is no need to maintain that piece of legislation, is there? 

Mr. Hucerns. I do not see that there is. I think we in industry 
who are concerned with the problem think that there are two basic 
principles which ought to be adopted, neither one of which so far 
as I know has been reflected to any great extent in these trade 
agreements. 


CORRECTIVE MEASURES RECOMMENDED ON THE BASIS OF FAIR TRADE AND 
THE MAINTENANCE OF A STRONG INDUSTRIAL RESERVE FOR OUR NATIONAL 
SECURITY 


The first is to provide by tariffs or otherwise what you might call 
fair rules of competition so that we in this country will be competing 
in this country on the same basis. We are not afraid of any com- 
petition. 

Senator Martone. In other words, you would be competing with a 
foreign nation, then on the same basis you compete with your fellows. 

Mr. Hueerns. That is correct. 

Senator Matone. The tariff would make up the difference that 
they pay over there in wages and taxes, as compared to here. 

Mr. Hueerns. That is right. 

I think the second is one of very great importance, and that re- 
lates to the security of this country. WwW e in the electrical equipment 
business make the machines which develop the power on which the 
entire economy of this country is based. During the war we were 

called upon on quite a number of occasions to maintain, repair, and 
supply parts for European-built equipment in South America. We 
simply were not qualified to do so, because they operate with differ- 
ent standards and different measurements, and we did not have the 
designs and drawings. I think the record will show that there were 
substantial periods of time when various sections of South America 
were lacking in power or were low in power because they did not have 
the means at hand nor any way of getting their electrical equipment 
maintained and repaired. 

Senator Matone. You are talking about two things, then, main- 
taining your economic structure through continuing to pay the wages 
in this country, and the taxes, and then you are talking about national 
defense. 

Mr. Hueatns. That is correct. We think that both of these are 
essential to any consideration of any foreign economic problem. I 
do not think anybody argues that the economic stability and the se- 
curity of this country are the No. 1 things that are required in the 
world today, not only for us, but for all the other countries that are 
free. 

Senator Matonr. What you are really saying to this committee is 
that if you want to maintain your economic structure and maintain 
your national defense, that there must be a method of fair and rea- 
sonable competition established, whether you call it a tariff, duty, 
or whatever it is. 

Mr. Hucerns. That is correct. 

Senator Matone. If they pay that amount into the Treasury which 
equalizes the wages and taxes, while we do not primarily put the 
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emphasis on a tariff or duty to help maintain the Government, at the 
same time it is new money that can be used to lower taxes or pay the 
national debt or any application the Government wishes to make. 

Mr. Hvearns. That is right. 

Senator Manone. And if they pay in this difference here, it means 
that you would just have to pay that less amount of taxes yourself. 

Mr. Hucgerns. That is right. 

Senator Martone. That is, all the taxpayers of the United States. 

Mr. Hvucgerns. That is right. 

Senator Matone. So they really would be paying their share of the 
labor costs and taxes to maintain the market they are entering. That 
is what you think they ought to do? 

Mr. Hvcerns. That is correct. 


EFFECT OF THE BUY AMERICAN ACT ON INDUSTRY 


Senator Martone. Now, we have in addition to tariffs for the last 75 
years, the last 75 years based on some kind of fair and reasonable 
competition, to protect American producers, American investors, and 
labor, we have had the Buy American Act. What has been the result 
of the Buy American Act ! 

Mr. Hucerns. The Buy American Act was initially passed to relieve 
the unemployment situation during the depression and called upon the 
Federal Government to buy United States produced goods, be they 


raw materials or manufactured goods. That was set up administra- 
tively insofar as our industry was concerned so that if there was no 
more than a 25 percent differential in price, the business went to an 


American manufacturer. 

One result of that was that the electrical manufacturing industry 
was in shape at the time we got into the war to do a good expansion 
job. We had the organization, skills, and knowledge and research, 
and all that went with it, to build up the power supply in this country, 
and you had American-built equipment in our hydroelectric dams and 
other Government installations, so that it would be maintained and 
repaired and kept rolling at top speed all during the war, which was 
done. 

Since the war as foreign industry has developed and as the “Trade, 
not aid” philosophy became pushed more and more, the Buy American 
Act has been administratively wiped off the books in effect by the 

elimination of the 25 percent differential and the requirement that 
any differential over $25,000 then go to the Secretary of the depart- 
ment concerned for decision. 

Senator Matone. That has been an executive order under whie h this 
has been done, has it not? C ongress never changed the |: aw! 

Mr. Hueerns. Congress has not changed it. The initial 25 5 percent 
differential was an executive made differential. 

Senator Matonr. How can an executive nullify a congressional act ? 

Mr. Hucerns. It is done every day. That is a broad statement, of 
course, Senator. The administrative and executive departments were 
given authority to make exceptions to the act for specific reasons. In 
the interpretation which has been under pressure from the “Trade, not 
aid” theory 

Senator Matone. Who invented that “Trade, not aid” theory? 
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Mr. Huearns. The English. 

Senator Matone. I remember in November 1952 when Mr. Butler, 
the Chancellor of Exchequer of England, first launched his “Trade, 
not aid” slogan, which proved very effective, I pinned that on him in 
an announcement. They also have been very clever in dollar shortage 
slogans and many other phrases and catchwords, that have been used 
and followed by this country for a long time. It would be quite a 
study, but m: aybe it would be well for someone to look up the history 
of these slogans, and see who they benefit. 

Here is the an American Act of the 72d Congress, section 2, ch: apter 
212, March 3, 1933. Title 3 in section 2 of that act: 

Notwithstanding any other provision of law, and unless the head of the 
department or independent establishment shall determine it to be inconsistent 
with public interest and the cost to be unreasonable, only such unmanufactured 
articles and supplies and materials as have been mined or produced in the United 
States, and only such manufactured articles, materials and supplies as have been 
manufactured in the United States substantially all from articles, materials and 
supplies mined, produced or manufactured as the case may be in the United States, 
shall be required for public use. 

The way of evading it is simply to say, I suppose, that it is not 
consistent with public interest; also that the cost is unreasonable. 
When you say that your wages and the taxes you pay in this country 
amounts to half a million dollars in a7 or 8 million dollar bid on equip- 
ment, then you can get the equipment at lower wages and lower taxes 
by saying that it is in the national interest. I suppose that would be 
the interpretation, is that right? 

Mr. Hugarns. I think, Senator, that change in philosophy of apply- 
ing the Buy American Act came about in order to make it more con- 
sistent with the objectives of the mutual security program and the 
United States foreign economic policy. At least it » so stated in the 
Department of Defense directive 4105.22 of June 19, 1952. 

Senator Martone. In the statement by the Pr a in approving 
Senate bill 752, the Stockpile Act, on July 2 3, 1946, he said: 


I have today signed+the Strategie and Critical Mineral Stockpiling Act because 
it is important to the national interest that the Government have power to 
acquire a stockpile. It is only because of the overriding importance of this pur- 
pose that I am able to overcome my reluctance to sign a bill which reaffirms the 
application to stockpile purchases of the provisions of title 3 of the act of March 
3, 1933 (47 Stat. 1520), known as the Buy American Act. 

He nullifies the Buy American Act at that point. 


Those provisions will not only materially increase the cost of the proposed 
stockpile, but will tend to defeat the conservation and strategic objectives of the 
bill by further depleting our already inadequate underground reserves of stra- 
tegic materials. 

I simply refer to this act without putting it all in the record at this 
point, because it is already in the record. The act almost in so many 
words says, “Where you can get it the cheapest, you want to get it, 
regardless of wages or anything else.” 

To facilitate the completion of your testimony—I know you have to 
leave—you were going to refer to another report. 

Mr. Hvuearns. The National Electric Manufacturers Association 
also asked their counsel, Donovan, Leisure, Newton & Irvine of New 
York City, to analyze the legislation, treaties, and regulations that 
affect the ability of American manufacturers to compete with foreign 
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produced goods. I would like to submit that for your consideration. 
It gets into the Buy American Act. It gets into the reciprocal trade 
treaties, 

Senator MaLone. You are talking now again about the 1934 Trade 
Agreements Act ? 

Mr. Hueerns. I am talking about the 1934 Trade Agreements Act. 

Senator Martone. Do you think it is actually ree iprocal ? 

Mr. Huearns. No, I do not. I think it may be of interest just to 
draw one very short conclusion or to read one very short conclusion of 
counsel in which they have reviewed the experience under the Recipro- 
cal Trade Agreements Act, which is what they call it, and come to the 
conclusion that very little, if anything, can be done under existing 
conditions by way of providing legal protection for affected industries 
under the escape clause or peril point procedures. 

Senator Martone. Let me ask you right at that point, how do you 
think the so-called peril point or escape clause procedure has worked 
out for relief or prevention of dé amage to the existing industry ? 

Mr. Hvuaerns. I think it is agreed everywhere that it has not worked 
out at all. I think out of fifty odd cases there have been only two or 
three where relief has been given. 

Senator Martone. And not enough at that, generally speaking ? 

Mr. Hucetns. That is right. 


PERIL POINT CONCEPT LNOPERATIVE AND INEFFECTIVE 


Senator Martone. Let me make just one observation here which I 
made on the Senate floor on the advent of the peril point. The peril 
point simply provides that the Tariff Commission shall advise the 
State Department or the President at what point in the tariff strue- 
ture an industry would be injured or imperiled. When the Tariff 
Commission determines that point, as of a certain moment and advises 
the President, and he enters into a trade agreement for say 2 years, 
and then a cancellation is effected by request of one of the parties to 
the agreement, within a few days or a few minutes after it is sealed 
and delivered; or by a change in the price of their currency in terms 
of tye dollar or through a quota system or through any of the systems 
that you have alres idy deseribed in your reports, they can nullify the 
trade agreement, and the whole concept of the peril point protection 
allegedly furnished under this act is lost, and it is in force then for 
3 years, and no one can touch it. Is that the way you understand it ! 

Mr. Hueerns. That is my understanding, yes. 

Senator Matonr. In the escape clause they just simply do not take 
it up and consider it. So it has been more or less of a farce in their 
promises of relief. But you do not believe that the trade agreements 
have worked out in any reciprocal manner at all. 

Mr. Huearns. Not for us they have not. 


REPORT ANALYZING THE LEGISLATION AND TREATIES AND REGULATIONS 
AFFECTING THE ABILITY OF AMERICAN MANUFACTURERS TO COMPETE 
WITH FOREIGN PRODUCED GOODS 


Senator Maronr. This report, Analysis of Legislation, Treaties and 
Regulations Affecting the Ability of American Manufacturers to Com- 
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pete with Foreign Produced Goods, the National Electrical Manu- 
facturers Association of 155 East 44th Street, New York City, has 
caused a report to be made, prepared by Donovan, Leisure, Newton & 
Irvine, dated November 11, 1953, and I will ask that the index, table 
of contents at the beginning of this book appear in the record at this 
point, together with the pages and the report itself be accepted 
exhibit No. 2 as a part of your testimony. 

(The document was marked “Huggins Exhibit No. 2” and is to be 
included in the Appendix to this testimony.) 

(The excerpt is as follows :) 


TABLE OF CONTENTS 


Introduction_- 
The problem 
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Senator Martone. The cone Selena are on page 40, The Bay Ameri- 
can Act is mentioned on page 1. 

Mr. Hucerns. Another part of the study which the National Elec- 
trical Manufacturers Association had made was a study of the sig- 
nificance of the domestic electrical equipment industry to the available 
supply of power in the United States, and what it means in the 
overall economy. That was prepared by Stone & Webster Engineering 
Corp., which is one of the leading engineering consulting firms in the 
country, and in the world, with ‘worldwide experience over 65 years. 
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That deals with the comparison of United States built and foreign- 
built equipment, and gets into the difficulties in South America during 
the war, when they could not get their equipment maintained, and 
shows what is done in this country by the domestic electrical manu- 
facturing industry when you have a crisis such as a flood or a tornado 
or hurricane, or something of that nature. 

Senator Matone. It will be accepted as exhibit No. 3 as a part of 
your testimony. 

(The document marked “Huggins Exhibit No. 3” is to be included 
in the appendix to this testimony. ) 

Mr. Hvuearns. I should also like to submit a study and analysis of 
these 3 exhibits which was prepared at the request of Westinghouse 
Electric Corp. by Prof. O. Glenn Saxon of Yale University, entitled, 
“The Foreign Trade Position of the United States and the Electrical 
Manufacturing Industry of the United States,” which not only ana- 
lyzes these 3 reports, but goes into the whole history of international 
trade. It gets into the results of the so-called reciprocal trade devel- 
opment and makes recommendations as to what our policy ought to be. 

The other documents are purely factual and objective and offer no 
recommendations whatsoever. 

Senator Matonr. It will be accepted as exhibit No. 4, the document 
entitled, “The Foreign Trade Position of the United States and the 
Electrical Manufac turing Industry of the United States” by O. Glenn 
Saxon, as a part of your testimony. 

(The document was marked as “Huggins Exhibit No. 4” and is to 
be included in the appendix to this testimony. ) 

Senator Maton. The summary appears on pages 1 to 18, inclusive. 


The contents from pages A to D following page 18 will be made a part 
of the record at this point. 
(The excerpt is as follows :) 


CONTENTS 
PART I. THE FOREIGN TRADE POSITION OF THE UNITED STATES 
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British experience with unilateral free trade_- 
Short-term advantages and long-term evils . 
The disadvantages of free trade in a realistic world 
Conditions essential to international free trade 
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An international political authority_ site de nes 
A common world currency or national currencies, metus ully con- 
vertible 
Multilateral commerce and se ‘ttleme nts__- 
Freedom of international loans and investments__ : cbbinktl 
Elimination of state production, state financing, and state trad- 
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ConTENTS—Continued 
PART I. THE FOREIGN TRADE POSITION OF THE UNITED STATES—continued 


Chapter II—The Practice of International Trade (1789-1939) 
United States foreign-trade policy and its effects on the United States 
economy (1789-1913) 
Protection under customs duties of infant and defense industries_ 
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protection in foreign trade 
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” mares consequences to Great Britain from free trade 
at Britain returns to protection_____- 
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European tariff policy_.._____ 
Japanese tariff policy____________ 
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Effects of World War I on international trade and finance (1914— 39) - 
Repudiations of unprecedented internal debts________-___- 
Repudiations or drastic scale-downs in foreign debts _ 
Drastic scale-downs by United States________- kA 
Reparations default and international financial crisis__._.___- 

A second move of currency depreciation 
United States foreign trade policy between the two wars___—_- _-_~ 
The United States as a creditor Nation___ 
Capital exports____~--- ee ee sie 
Selectively higher United States tariff rates -(1919- 29) 
New weapons of offense and defense in international trade 
Drastic changes in United States foreign-trade policies (1930-89) _ 
Smoot-Hawley Tariff Act (1930) ; 
United States dollar devaluation—failure to accomplish its 
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Failure of reciproc al trade program 
Chapter II1I—Offensive and Defensive Weapons in International Trade__ 

Origin of modern economic weapons in international trade 

Tariffs less effective than other trade barriers___..._._._______-_-__- 

Export controls and subsidies of foreign nations. 


menets eiiiiien. 
Discriteatory * Wameniee on seek es ee eae 
Foreign exchange controls to stimulate exports______--_--_----- 
Competitive exchange depreciations as export subsidies__._____- 
Effects on United States (1930-82) __- 

Quotas, exchange controls, tariffs and other trade barriers to im- 

ports__ 

Domestic subsidies__-_ 
import embargos, licenses, and ‘quotas ee eA ue es 
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Other unfair practices in interational trade__.___-_-_--_--__---_-----_ 
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Temporary emergency measures tend to become permanent 
The United States record in export subsidies, import controls, and 
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United States export subsidies and control schemes for agricul- 
tural products 
Comparison of United States control scheme with foreign control 
schemés 
Foreign fears_. 
Possible permanent solutions 
Conclusions. 
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ConTENtTs—Continued 
PART I. THE FOREIGN TRADE POSITION OF THE UNITED STATES—continued 


Page 
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MANUFACTURING INDUSTRY 


Chapter I—The Importance of the Electrical Manufacturing Industry in 
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The electrical manufacturing industry as a | key industry. in the U nited 
States economy___-— Lainie 
The extraordinary growth of the industry 
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ConTENTS—Continued 


PART II. THE FOREIGN TRADE POSITION OF THE UNITED STATES ELECTRICAL 
MANUFACTURING INDUSTRY—continued 

Chapter II—Continued Page 
Expanding competition for third markets____~-_~- a Rn Ae Ae eae 76 

Comparative cost advantages of foreign producers over the United 

States electrical manufacturing: 

Industry—greater now than before World War II__------------ 77 
Higher labor cost advantages______—- a ré 


Comparison of total (monetary) hourly 1 w vages and wage supple- 
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Overall production cost advantages aa tee ie oo 79 
Comparative tax advantages of foreign competitors____ Gt eo ctecaraies 81 
Revenue sources of central governments__________- Sl ecateniaeiaaatnae 81 

Overall comparative advantages of foreign competitors__._._._._._._._._-_ 82 
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Chapter I1I—Conclusions and Proposals for Effective Protection of the 

United States Electrical Manufacturing Industry____--~- nt A Rl S4+ 
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Specific proposals for the industry - a ee sc ea i en 85 


Senator Matonr. Are there alpiitiaaliion and recommendations in 
this vee 


Mr. Hucerns. There are. I might lead up to that, Senator, by say- 
ing that we have a fifth document here because of the bulk of these 
studies. 

Senator Martone. What pages are these conclusions on ? 

Mr. Hueerns. At the back. 

Senator Martone. Page 84, “Conclusions and Proposals for Effec- 
tive Protection of the United States Electrical Manufacturing In- 


dustry.” Pages 84 to 86, inclusive, will be included in the record at 
this point. 


(The excerpt is as follows:) 


STRATBGIC PRODUCTION POTENTIAL Lost Ir We SaAcririce Our VITAL ELECTRICAL 
MANUFACTURING INDU STRY 


The United States electrical manufacturing industry is an industry that is vital 
to national security—a key industry, basic to the whole United States economy. 

The industry provides equipment upon which the transportation, communica- 
tions, power-generating and utility systems of the country, as well as all other 
industry, depend. 

It maintains not only the plants, labor, and skills to produce this equipment, 
but extensive and expensive facilities to service it by repair and maintenance. 

Maintaining the industry and its productive and maintenance facilities in a 
strong position is vital to the economic health, to the general welfare, and to the 
safety, as well as to the security of the Nation. 

The industry, therefore, must be protected at all costs from any force—external 
or internal—which might jeopardize its stability or its capacity to produce, and 
provide services to maintain, the equipment for generating distributing and 
utilizing electric power, as well as its position on the front line of technological 
research and development. 

The industry—and the key items which it produces—cannot be allowed to 
become the subject of trading off for uncertain reciprocal advantages between 
nations. 

The very items upon which our entire economy and our industrial mobilization 
base are most dependent, such as heavy power equipment, are those which have 


already been subjected to sharp underselling of American producers by foreign 
competitors. 
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It is obvious from the facts presented in the report of the National Industrial 
Conference Board (supplemented by the report of the Stone & Webster Engineer- 
ing Corp. and the legal analysis of Donovan, Leisure, Newton & Irvine, as well 
as this economic analysis) that United States markets for products of the 
industry are already in serious jeopardy—more so by far than folowing World 
War I or in the earlier years after World War II. 

It is equally obvious from these reports and this analysis that foreign compe- 
tition is almost certain to become progressively more intensified and bitter in 
future years with respect to both United States exports and United States im- 
ports of electrical products. 

While imports of electrical products into the United States have been only a 
small percentage of total sales of the industry, they have expanded since World 
War II at rates sharply higher than exports. The rate of increase—compared 
with that for exports—has sharply accelerated in the last 2 years, as foreign 
nations have completed rehabilitation of their productive facilities and begun to 
seek larger markets abroad. In fact, current imports of electrical products are 
increasing more rapidly than the total demand for such products on the domestic 
markets of the United States. Therefore, these imports constitute a serious 
and growing threat to the industry. 

The argument might be made that the small volume of imports of such products 
should be no cause for great concern to the industry. These imports, however, 
can undermine the price levels (resulting from a highly competitive industry 
with common cost factors) on which depends its ability to support the research, 
development, and productive strength of its entire organization. 

Consequently, the elimination now of all imports of those electrical products 
that are essential to the national security and the industrial mobilization base 
of the Nation—before they become substantial in volume—will avoid the grave 
dangers inherent in making the entire United States economy dependent on 
foreign sources. 

Action now will prevent greater injury abroad later, when the impact of such 
actions on foreign nations would have much more serious consequences to them. 

Action now is further justified because (as the report of the conference board 
and the conclusions of this analysis clearly show), the United States electrical 
manufacturing industry is almost certain in the future to suffer extensive losses 
in its exports to foreign markets. 

Specific proposals for the electrical manufacturing industry: The only con- 
structive—the only safe—policy for the United States with respect to the elec- 
trical manufacturing industry is the elimination of the importation into the 
United States of all those custombui!lt items, having high labor content, such as 
heavy electrical machinery and equipment which are vital to the United States 
economy and national security. 

The objective can be effected in various ways—such as quotas or tariffs. 

The philosophy of the Buy American Act should be broadened and its admin- 
istration strengthened to prohibit all Federal imports of the items to which these 
restrictions are applicable. 

The pressing need for outright elimination in the case of this type of equip- 
ment is illustrated by recent developments. The Federal Government has been 
making in recent months substantial purchases of heavy machinery and other 
electrical equipment from foreign sources. This practice has increased to an 
alarming degree. The foreign equipment, in many instances, has already been 
ordered for our power systems, atomic energy installations, and other govern- 
mental projects vital to national defense and security. The United States can- 
not afford to have these vital systems and essential projects depend upon foreign 
sources for emergency service and maintenance. It cannot, from a security stand- 
point, have foreign nationals familiar with vital installations. 

This policy of purchasing from abroad impairs both the continued ability of 
power in emergency periods and the capacity of the electric power equipment 
industry to provide the necessary planning facilities and skills to assure such 
availability. 

Any attempt to compromise the present danger by continued reliance on 
“peril point” or “equalization of production costs” or higher tariffs would require 
constant upward revisions of the rates for the key products of the industry, if 
the threat from abroad is to be eliminated. The legal analysis prepared by 
Donovan, Leisure, Newton & Irvine—referred to earlier in this analysis—docn- 
ments the inadequacies of these provisions. 
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The acceptance of this policy with respect to heavy machinery and equipment 
will not foreclose the Government from making selective upward or downward 
adjustments in tariff rates—after adequate analysis and study—on other, less 
strategic products of the industry, should such a selective policy be applied 
generally to other industries. 

It should be recognized that the most essential single element in the well being 
of the free world and the promotion of its trade is a strong and productive 
United States of America which has the capability of sustaining and maintaining 
a large and expanding volume of trade, both domestic and foreign. In the light 
of the important place held by the electrical industry in the United States, from 
the standpoint of the investment in its facilities and the number of people de- 
pending upon it for a livelihood, any broad tariff policy, applied product by 
product, should contemplate the establishment of tariff rates at levels which will 
protect United States manufacturers from lower labor costs and the many dis- 
criminatory advantages of foreign manufacturers. This would force United 
States manufacturers to maintain a competitive position with respect to foreign 
producers, comparable with that which now prevails on United States markets 
among efficient and progressive domestic competitors. 


Consequently, the most feasible alternative to the United States in its en- 
lightened self-interest and the least damaging to foreign countries would be the 
elimination of imports of all strategic products of the industry, with selective 
upward or downward adjustments for other products of the industry. 

Mr. Hucerns. Because of the bulk of these studies and also Professor 
Saxon’s analysis, we in Westinghouse had the summaries and con- 
clusions of the documents printed up in one brochure of 20 pages in 
length, which is a good deal easier to work with, and I would like to 
submit that. 

Senator Maronr. “The Foreign Trade Position of the United States 
and the Electrical Manufacturing Industry”—is there a date on this? 

Mr. Hucerns. No, but that was done in December 1953. 

Senator Matone. Very well, December 1953. 

Mr. Hvucerns. All of these documents are December 1953. 

Senator Martone. The document containing the summaries and 
conclusions of the four exhibits already admitted as a part of your 
testimony as exhibits to be filed with the committee, will be accepted 
and placed in the appendix and identified as exhibit No. 5 as a part 
of your testimony. 

Mr. Hvueerns. That is the scope of the work that we have done to 
date in connection with the foreign trade problems which we face both 
domestically and abroad. 

Senator Maronr. Just in a quick summation—your testimony will 
be very helpful to the committee, and I am sure these exhibits will be— 
what do you think the Congress should do? What action should they 
take, or what principle should be established and become known 
throughout this country to regulate foreign trade? 


RECOMMENDATION TO CONGRESS 


Mr. Hueerns. First, we think instead of taking a shotgun and 
saying cut tariffs so much, or raise tariffs so much across that board, 
that there should be a new and complete tariff study industry by 
industry and line by line so that tariffs can be adopted which are 
realistic in the light of today’s conditions. 

Senator Martone. Are you talking about tariffs that would make up 
that differential of cost of production here and abroad ? 
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Mr. Hueerns. That is what I am saying; the goal of the study should 
be to provide fair rules of competition. 

Senator Martone. Fair and reasonable competition. 

Mr. Hvueerns. For the United States market that foreign manu- 
facturers will be competing in the United States market on the same 
basis that domestic manufacturers do. 

Senator Martone. You do not want a high or low tariff, but you 
want a duty tariff or impost or whatever they call it on the basis of 
fair and reasonable competition. 

Mr. Hueerns. That is correct. 

Senator Matone. So that you are on the same basis competing with 
any foreign nation or your chief competitor as you are with your home 
industries of the same nature. 

Mr. Hueatns. That is right. We could not, I think, impose on 
foreign manufacturers the same rules that we impose on American 
manufacturers, because if they tried to follow them, it would be too 
much of a disruption to their economies, but we can provide some 
means of equalizing so that when we get in the commercial markets, 
we have as good a chance to get the business pricewise as they do. 

Senator Martone. In your own markets. 

Mr. Hvucerns. That is right. 

Senator Martone. What you are suggesting is that you take the 
profit out of the sweatshop labor and the profit out of marketing 
products here where there are less taxes and wages paid. 

Mr. Huaatns. That is correct. 

Senator Martone. Just carry their share of the market structure 
that they take advantage. 


REPLACEMENT PARTS AND MAINTENANCE OF EQUIPMENT OF FOREIGN 
ORIGIN 


Mr. Hvueerns. That is right. Then from the standpoint of the 
national defense and security we feel that there are certain essentials 
which should be safeguarded at all costs and while that does not run 
clear across the board in our industry, it certainly gets down into 
those products on which the generation and transmission, distribution 
of power—these sources of power in this country. It does not make 
sense to us, prejudiced as we may be, to have any important segment 
of the economy dependent upon foreign-built electrical manufacturing 
equipment, when that equipment may not be working at the time when 
yon need it most. 

I might add it does not make sense to us to see foreign-built equip- 
ment coming into highly classified construction, such as some of the 
atomic-energy plants, and that type of thing. 

Senator Maronr. Would you say you are ts alking about a principle? 
In other words, if there is any material that you cannot fight a war 
without, you would not want to be fully dependent upon this material 
across a major ocean where there is every likelihood that you could not 
maintain transportation lines, regardless of that material ? 


Mr. Hvueers. That is true. In our particular field we think it was 
proved in World War II. 
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Senator Martone. You have before the Congress the question of 
whether you extend the 1934 Trade Agreements Act, improperly 
known as reciprocal trade, or whether Congress takes it over again in 
accordance with the Constitution of the United States, and through 
its agent, the Tariff Commission, maintain that differential. What 
do you think they should do? 

Mr. Huearns. I think the so-called Reciprocal Trade Act muddies 
the water, rather than helps us to get down to the basic difficulties. 
I would let it die, myself. That is my personal opinion. 

Senator Mavonr. And revert to constitutional Government. 

Mr. Hucerns. I do not want to go out on a limb and say it is un- 
constitutional. 

Senator Maronr. You can revert to the Constitution which says 
Congress shall do that part of it. 

Mr. Huaerns. I think I would like to see all the aspects of our 
commerce brought closer together, because whatever you do in foreign 
commerce affects our domestic commerce, and unless you coordinate 
the two, you have a chaotic condition. 

Senator Matonr. What would you call coordinating the two? 

Mr. Hucarns. Build foreign commerce so that it is an adjunct of 
and contributes to domestic commerce. We are in a world where we 
cannot be isolated. We have to consider the welfare of our allies, and 
we have to consider foreign trade. But the basic objective insofar as 
I know is the welfare of this country. 

Senator Matonr. You are not talking about your own industry ? 

Mr. Hvuaarns. No. 

Senator MaLtone. What about the wool industry ? 

Mr. Huearns. Across the board that is true. 

Senator Martone. In other words, it seems to me one of the weak- 
nesses of all such companies, and yours has been no exception some- 
times in the past—General Electric certainly has been out on the limb 
that they want free trade and they are all for reciprocal trade and all 
that sort of thing until they get hit—we are witnessing down here 
people coming in when they get hurt. Even the clothespin business 
in southern Maine presented evidence, which I heard, that it is not of 
too much importance to the national interest, but the point is that they 
pay 54 cents an hour in Sweden and 98 cents an hour in Maine, and 
therefore they are losing the clothespin business. So they do not want 
the clothespins to come in. Are you for a principle or for Westing- 
house ¢ 

Mr. Hucerns. I am for both. I think we have to have sound 
principles. The foreign people that we deal with are entitled to know 
what our principles are, and so are we. 

Senator Matone. Then is not the principle set down in section 336 
of the Tariff Act? 

Mr. Hugerns. Yes. 

Senator Matonr. Would you be for that principle? 

Mr. Hucerns. Yes, if it is the principle I have enunciated. I have 
enunciated a principle which I believe. 

Senator Matonr. Shall I describe it quickly for you? That is, the 
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Tariff Commission shall determine the cost of producing a domestic 
article and a like or similar article in the chief competing nation and 
recommend that as a tariff. Are you for that? 

Mr. Hugarns. Yes, sir. 

Senator Martone. Thank you. 

Mr. Hueerns. I might say on the record that in giving my views on 
foreign trade problems, I am not speaking for the National Electrical 
Manufacturing Association. I am speaking for Westinghouse and 
myself. 

Senator Matone. Thank you. 

(Thereupon at 3:20 p. m., a recess was taken subject to the call of 


the Chair.) 








STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


TUESDAY, FEBRUARY 16, 1954 


Unrrep Srates SENATE, 
SpeciaL SuBCOMMITTEE ON MINERALS, 
MATERIALS, AND Furits EcoNoMICS OF THE 
ComMMITTEE ON INTERIOR AND InsuLAR AFFAIRS, 


Washington, D. C. 


The subcommittee met at 10 a. m., pursuant to recess, in room P-38, 
the Capitol, Washington, D. C., Senator George W. Malone (chair- 
man of the subcommittee) presiding. 

Present: Senators George W. Malone, Nevada, and Earle C. 
Clements, of Kentucky. 

Present also: Jerome S. Alderman, counsel to the subcommittee, and 
George B. Holderer, subcommittee engineer. 

Senator Martone. The subcommittee will be in order. 

Let the record show that Senator Clements, a member of the sub- 
committee, is present. I am sure that most of you understand by now 
that this subcommittee is operating under Senate Resolution 143, di- 
recting it to determine the availability of the critical materials in 
war time, for our expanding economy, and for our security. 

This subcommittee is vitally interested in the accessibility of strate- 
gic materials in time of war and for expanding domestic economy in 
time of peace. 

Nickel is of high strategic importance. It is a critical item which 
must be stockpiled by the United States. This material, as well as 
many other materials, has caused us grave concern on the adequacy 
of supply in time of war and for commercial use in time of peace. 
Under Public Law 520, section III, it is provided that the executive 
departments are to: 

(a) make purchases of strategic and critical materials with due regard to 

the objectives set forth in section 1 of this Act and pursuant to the determina- 
tions as provided in section 2 hereof, which purchases (1) shall be made, so 
far as is practicable, from supplies of materials in excess of the current in- 
dustrialdemand .. . 
The committee has received a number of complaints from industry 
that there is an inadequate supply of nickel for commercial use in 
this country and that a disproportionate share is being absorbed by 
the stockpile. 

We have with us today several representatives from industry who 
have been invited to present their points of view on the subject, and 
for the first witness we will call Mr. John Palik, secretary of the 
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National Association of Metal Finishers of Cleveland, Ohio, who will 
be eo by Mr. Shock. Be 

Mr. Shock also represents the National Association of Metal 
Finishers. 


STATEMENT OF JOHN PALIK, PRESIDENT OF THE NATIONAL 
PLATING CORP., CLEVELAND, OHIO, ACCOMPANIED BY RAYMOND 
M. SHOCK, EXECUTIVE SECRETARY OF THE NATIONAL ASSOCIA- 
TION OF METAL FINISHERS, INC., WASHINGTON, D. C. 


Senator Martone. Mr. Palik and Mr. Shock, you represent the 
National Association of Metal Finishers of Washington, D.C. You 
may offer your testimony in any way you see fit, either one of you 
first or, if you have a written statement, you may make the written 
statement and then we will ask some questions. 

Mr. Paix. My name is John Palik and I am the president of the 
National Plating Corp., located at 2790 Grand Avenue, Cleveland, 
Ohio. 


PROPOSED REDUCTION OF NICKEL FOR COMMERCIAL USE 


At the request of your committee by a telegram, I am appearing 
on behalf of the Cleveland branch of the National Association of Meta! 
Finishers, Inc., to give our opinion on the effects of recent proposed 
reductions in nickel supplies to members of our industry in the Cleve- 
land area. 

For the month of December 1953, which followed the revocation of 
the nickel restrictions, known as order M-80, our industry clearly 
realized that although we could still continue to operate at 40 percent 
of our capacity this amount of nickel was the very minimum amount 
of nickel needed to stay in business. 

We were advised by our suppliers early in January of this year that 
our nickel supplies for the first quarter of 1954 would be cut from about 
28 to 3314 percent of the amount of nickel we had received in Decem- 
ber 1953. In view of the fact that we had been operating on 40 per- 
cent of our base period, namely, the first 6 months of 1950, we now 
find it is impossible for us to remain in business as an industry and 
retain our customers and employees in the metal-finishing business. 

Plating actually uses a small amount of nickel in comparison to 
the labor and large volume of parts which can be finished through our 
operations. For example, cule 500 pounds of nickel would produce 
upwards of $15,000 in revenue. A large amount of labor is involved 
in polishing, buffing and other services necessary in the various 
processes. 

The Cleveland area has upward of 250 companies engaged in the 
ae Eon business, most of whom depend upon nickel as a basis 
for their metal finishing. Many companies have already found that 
they could not operate on an allocation of 40 percent of their 1950 base 
period and are no longer in business. 

As a group of small-business men, we have no knowledge or infor- 
mation as to the amount of nickel which is being used by the Giovern- 
ment for defense, stockpile, and atomic-energy purposes, or the amount 
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of nickel remaining for civilian uses. But, we do know that the small 
amount of nickel required by our industry would not in any way 
conflict Government requirements if it were allocated according to 
the base-period records of companies engaged in the metal-plating 
business. 

It is our earnest request that no further curtailment be made which 
would force many more companies out of business and vitally affect 
the employment situation of skilled workmen engaged in our particular 
industry. 


NICKEL ALLOCATIONS AND DISTRIBUTION 


Senator Martone. There has been a claim made, Mr. Palik, that 
your industry is getting the same amount of nickel as they had in 
1953. Is that true or is there simply a difference in the distribution ? 

Mr. Paix. Well, I believe it is the distribution made in January. 
Some companies were reduced in January and in February also. ‘They 
are not starting out as they did in 1953. 

Senator Martone. Do you know how much nickel is being allocated 
to the private industry as a whole? 

Mr. Patrik. No, I don’t. 

Senator Matone. Or how it compares with 1953? 

Mr. Pattk. No, sir. 

Senator Martone. Do you have anyone with you who might have 
that information ? 

Mr. Patrik. Well, Mr. Shock, of course, is the executive secretary 
of the national association. I don’t know whether he can answer that 
or not. 

Mr. Suock. Of course, we are in the dark on all of it. We don’t 
know whether we have a million pounds set aside for the industry or 
500,000 pounds. We have never had any knowledge of the amount 
set aside. 

Senator CLements. What is the source of your supply of nickel? 

Mr. Paix. We get it from a supplier in Cleveland. 

Senator CLeMEnts. What is his supplier? 

Mr. Pautx. I imagine International. 

Senator Crements. Did I understand you to say that your supply 
was cut a third in January, from December? 

Mr. Paix. The industry in the area, some of the boys were cut 15 
percent, some of them were cut 25 percent and some of them were 
cut more. 

Senator Ctements. Would you advise the committee of the reason 
for some of them being cut so much more drastically than others? 

Mr. Patrik. I can’t answer that. 

Senator Ciements. Is it correct to say that this is on a voluntary 
allocation arrangement by those who produce the nickel ? 

Mr. Patrik. Well, it would be my belief that that would be it. 

Senator Ciements. That is all. 

Senator Matone. It could be you have an associate, Mr. Shock. 
Maybe we had better hear his statement and then see if we can clear 
the matter up. 

Mr. SHocx. My name is Raymond M. Shock. I am the executive 
secretary of the National Association of Metal Finishers, located at 
2117 LeRoy Place NW., Washington, D. C. 
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ALLOCATION AND USE OF NICKEL SINCE 1950 


Since the regulations on nickel were placed into effect under the 
Defense Production Act of 1950, I have been personally engaged in 
activities for the welfare of the plating and metal-finishin Sodeitey 
throughout the United States. Our members are scattered through- 
out practically all States and all have the same problems regarding 
the use of nickel. 

Several amendments were made to order M-80, specifically, to 
relieve the hardship of the plating industry in general. In turn, on 
March 3, 1953, a task group appointed by the NPA made the following 
recommendations: 

In view of the expressed commitment of NPA to the policy of maintaining a 
balanced military and civilian economy, the task group recommends that at 
the beginning of the second quarter of 1953, allocation of nickel anodes and 
chemicals to the electroplating industry for civilian production be increased 
by 875,000 pounds monthly. 

The electroplating industry does not have any knowledge of ever 
receiving the additional amount recommended. 

Senator Matone. What is the NPA ? 

Mr. Sock. National Production Authority. Following the rec- 
ommendations of the task group, a release was issued as NPA Release 
2936, dated March 18, 1953, which read: 

Senator Matonr. What was this task group? 

Mr. Suocx. That was a group appointed by the National Produc- 
tion Authority to look into the hardship of the industry in general. 

Senator Matone. What was the personnel of this task group? Do 
you have it. 

Mr. Suock. No, I don’t. It consisted of a number of the suppliers 
and 3 or 4 of the users of plating, that is, of the companies. 

Senator Matonr. What were they supposed to find out ? 

Mr. Suock. They were supposed to look into it and find out the 
hardship which the industry was suffering at that time. They made 
quite a comprehensive report and an analysis as to the hardship of 
the individual companies engaged in the business. 

Senator Matone. Did it say anything about sources of nickel ? 

Mr. Suock. No. 

Senator Martone. Would you not think a task force would have 
some idea in its report as to how you could supplement the supply ? 

Mr. Suock. The only thing they could determine is how ena of 
the nickel was available for civilian industry, and then also how much 
was available to the plating part. Nickel, for civilian purposes, is 
divided up into 4 or 5 different industries. The steel industry and 
the alloy industry and so forth. We take about 20 percent of the 
nickel that is available for civilian uses in the plating part. 

Senator Matonr. How does the supply of nickel, that is, the raw 
nickel and the secondary nickel compare in 1953 and in 1954, with 
1952, 1951 and the war year? Do you have those figures. 

Mr. SHocx. No, we don’t. We have never been able to get any 
amount of nickel that was actually allocated in the number of pounds 
to the industry. 

Senator Martone. I am not talking about allocation. How much 
of it is produced in 1953 as compared to 1952 and prior years? 
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Mr. Suock. I understand it has increased somewhat in the past 
year. 

’ Senator Matonr. Well, we are at peace now, supposedly. While 
we were at war, say in 1945 or 1944, how did you fare then ? 

Mr. Suocx. We fared all right up until the Korean conflict came 
in and up until allocations were a lesed on it. 

Senator Martone. Do you mean world war IIT? 

Mr. Suock. That is right. 

Senator Matonr. What happened then ? 

Mr. Suocx. Under the Defense production Act of 1950 they im- 

osed this restrictive order on nickel which went into effect. 

Senator Matonr. Do you mean it was more restrictive on private 
industry than during World War II? 

Mr. SHock. No, during World War II it was even worse. 

Senator Martone. Well, I asked you about 1944 and 1945. You said 
you got along all right. 

Mr. SuHock. Well, we got along all right, because we had a lot of 
war work to perform at that time. The industry received the nickel 
but it was practically all on defense materials, used on defense 
materials, 

Senator Martone. You head of the association ? 

Mr. Suock. That is right. 

Senator Matong. What kind of war materials do these nickel-plat- 
ing companies produce when they go into war work ¢ 

Mr. Suock. They plate practically every type of metal that goes 
into our war materials. Every piece of steel and copper and any 
type of metal that goes through our industry requires some sort of a 
plating finish. 

Senator Martone. You do pretty well as long as there is a war on? 

Mr. SHocx. When the war was on we had no use of nickel for 
civilian purposes, because the companies were busy strictly with the 
war work. 

Senator Matong. Did you build up larger personnel in your busi- 
ness during the war work than you had previously ¢ 

Mr. Suock. Yes. And then it went down after the war. 

Senator Matone. Did it go down below what you had before the 
war or just the same ? 

Mr.Sxock. No, it kept up toa pretty high level. 

Senator Martone. But it did not go down to the same that it was 
before World War II? 

Mr. Suockx. No. The business had generally increased. There was 
a bigger demand for all these things. 

Senator Matone. It had increased for war work. Then did it 
keep up higher than prewar? 

Mr. Suock. That is right. 

Senator Martone. And civilian work afterwards? 

Mr. Suock. That is right. 

Senator Matone. And you got your nickel all right immediately 
following World War IT? 

Mr. Suocx. That is right. When restrictions were off, we didn’t 
have any problem. 

Senator Matone. And the restrictions were put on in 1950, when 
world war III came along? 











662 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Mr. Suock. That is right. 

Senator Matone. When world war III came along, did you go 
back into the plating business for war materials? 

Mr. Suockx. We did not get any orders to use it. The industry 
has not felt the defense work, that is, they did not come into the 
picture as we did during the World War IT. 

Senator Matonr. Do you mean you did not come into the pic- 
ture in national defense in world war III as you did in World 
War II? 

Mr. Suock. That is right. 

Senator Martone Why? 

Mr. Suock. That is one thing we don’t know. There just wasn’t 
the business for the industry. We had to keep on with civilian 
work during this Korean conflict. 

Senator Matonr. Then the allocation of nickel was reimposed 
in 1950? 

Mr. Suock. That is right. 

Senator Matonr. Where did the nickelplating go? Or what did 
they use it for ? 

Mr. Sock. They didn’t do much nickelplating at all because 
they did not have the nickel to work with. They cut down thetfr 
capacity. As I say, they were operating on 25 to 40 percent. Forty 
percent was about as high as they ever got. 

Senator Martone. I am not talking about the companies. You said 
you had no war work in nickelplating and you were rationed for 
civilian plating, is that true? 

Mr. Suock. That is right. 

Senator Matonr. Who did the war work ? 

Mr. SHock. We did, whenever there was any, but it was insig- 
nificant. 

Senator Martone. What became of the nickel? 

Mr. Snocx. We used it for that also. We used the nickel for 
civilian uses. 

Senator Matonr. You said you were rationed, though. 

Mr. Suock. That is right. 

Senator Martone. How much were you cut down? Let’s get at it 
from that point. 

Mr. Suock. I would say in the beginning we were cut down around 
20 percent; then it went to 25 percent; then around 30 percent; and 
in December we received about 40 percent of our 1950 base period. 

Senator Matone. This is December 1950? 

Mr. Suocx. December 1953 we received about 40 percent of what 
we received during our base period of 1950. 

Senator Matone. There was no war then. 

Mr. Suock. No. 

Senator Martone. I am talking about the war period. At the end 
of world war III what were you cut down to? That was early in 1953. 

Mr. Sock. Well, we are still cut down. We never got any relief 
at all, 

Senator Matone. Let us start again. In 1950 you were cut to 20 
percent, you said. 

Mr. Sock. That is right. 

Senator Martone. Then what were you in 1951? What was the 
allocation in 1951? 
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Mr. Suock. No, in 1950 it was the highest year that we had in 
plating, nickel plating. That year is used as a base. It was used as 
a basis for our allocation of nickel for 1951, 1952, and 1953, the amount 
we used in 1950. 

Senator Matonr. What did you use in 1950? What percentage ! 

Mr. Suocx. They use that as a hundred percent. 

Senator Matons. And in 1951 what were you cut to? 

Mr. Suock. In 1951 the percentage—I don’t remember just what 
the percentage was, but they used approximately 25 percent, I imagine, 
on the average. 

Senator CLements. Do you mean you were cut by 25 percent on 
or cut to 25 percent ¢ 

Mr. Suocx. Cut to 25 percent of what we used in the 1950 period. 

Senator CLtements. Was that true of all nonmilitary users? 

Mr. Suock. I imagine it was, yes, under the nickel restriction order. 

Senator CLements. Do you mean in 1951 over 1950? 

Mr. Suock. That is right. 

Senator Martone. You weren’t cut at all until 1951, were you? 

Mr. Suock. That is right. 

Senator Martone. And how much were you cut? 

Mr. Suock. We operated on about 25 percent of what we received 
in 1950. 

Senator Matonr. Is that the industry you are talking about? 

Mr. Suock. I am talking about the industry. Everybody engaged 
in the industry, that is. 

Senator Martone. The figures that we have classified don’t show that. 
They don’t show that to be true. 

r. Suock. Well, of course, in addition we might clear it this way: 
For civilian purposes, we had to operate under that allocation. In 
addition to that, companies that worked on defense work received a 
hundred percent of their normal, where they operated on defense work. 
That was not allocated, that part of the nickel. 

Senator Cements. Mr. Shock, you say that there were some defense 
users or some in the group that you represent that had some military 
contracts ? 

Mr. Suock. That is right. 

Senator Clements. They were not large, but there were many, I 
take it, that did have military contracts? 

Mr. Suock. Some of them had quite a bit of atomic energy, where 
they use considerable nickel. 

Senator CLemMENTs. Have some of those military contracts been cut 
back today? 

Mr. Suock. I have no knowledge of what happened to them. 

Senator Crements. Well, you represent them; do you not? 

Mr. Suock. Yes. 

Senator Ciements. You do not know whether they have lost any 
(lefense contracts or not? 

Mr. Suock. No. 

Senator Maronr. I think I would like to clear this point up. In 
the 1946-49 average, that is to say during World War II do you have 
any idea how much nickel you used annually for civilian uses in your 
whole industry ? 

Mr. Suock. I haven’t any idea. 
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é Senator Mavone. That shouldn’t be hard for you to secure, should 
it é 

Mr. Suock. I tried to find out through surveys, but the figures were 
not satisfactory. 

Senator Martone. How many companies do you have in your asso- 
ciation ? 

Mr. Suock. We have 125—— 

Senator Matone. Is that all of the companies? 

Mr. Suocx. Of the leading plating companies in our association. 
But there are about 4,000 companies engaged in the business. 

Senator Martone. Of which you have no record? 

Mr. Suocx. No, we have no personal records. 

Senator Martone. Do you have any idea how much of the total the 
4,000 companies used compared with the number of companies in your 
association ? 

Mr. Suocx. I couldn’t give you that information very well, because 
a great many of them are manufacturers with large plating depart- 
ments. Of course they are engaged in plating and they are involved 
in nickel the same as we are. Our companies are engaged in plating 
only and there is more plating done in the manufacturing plants who 
have large departments where they plate their own product. 

Senator Martone. You would not say that your independent com- 
ey who are members of your association use 50 percent of the 
nickel ? 

Mr. Suocx. No, they wouldn’t use 50 percent. 

Senator Matonr. What would you estimate ? 

Mr. Suock. I would say 25 percent. 

Senator Matong. And you have no knowledge and no way of de- 
termining how much nickel was allocated to the companies who are 
members of your association during the war period, war No. 2? 

Mr. Sock. Well, they ndeved certain percentages which were 
allocated to them under the National Production Authority through 
their suppliers. 

Senator Matone. Could you not find out how much this was so that 
you could compare with what you are getting now? 

Mr. Suock. I could find out, yes. 

Senator Martone. Would you do that for the committee? 

Mr. SHock. Yes. 

Senator Martone. Now come to 1950. There seems to be a substantial 
increase in the amount that went to the companies, that is, for that 
purpose at least, in 1950. And that is the year that you say is used for 
this criterion. 

Mr. Suock. That is used as a basis for our allocations. 

Senator Matong. Now, in 1951 you were cut. The figures are classi- 
fied but they do not show that you were cut to 25 percent or anywhere 
near it. That is to say, overall, in the plating companies. I have no 
knowledge, of course, as to those that you represent. 

Mr. Suock. The civilian uses were cut. 

Senator Martone. But not to 25 percent. 

Mr. Suock. You must realize that the companies engaged in defense 
work received all the nickel they needed for that purpose. 

Senator Matong. That is right. I am talking about nonmilitary use. 

Mr. Suock. For nonmilitary use they were cut. 
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Senator Mavone. But not to 25 percent. 

Mr. Suock. That is what we recall. 

Senator Martone. The figures do not show that the nonmilitary use 
was cut to 25 percent. Of course, they are classified figures and we 
are unable to use them for a oe record. 

Senator CLements. Mr. Chairman, if the witness can still get that 
information, there would still be opportunity for him to get it into 
the record, I take it, by sending it to you. 

Senator Matone. Yes, indeed. I think it would be very helpful, 
if you would secure all of these records as to the number of people you 
represent, what part of the industry you represent, that is, in total 
use, and the amount of nickel you used in the years, 1946-49 average, 
and 1950 and 1951. 

Senator CLiements. Mr. Chairman, would you not want it broken 
down as to military use and nonmilitary use? 

Senator Matonz. That is true, of course. Military and nonmilitary. 
Please go ahead with your statement. 

Mr. Suock. I will continue. 

Senator Matonsr. ! was going to ask you, too, about this: Allocations 
were suppose to go off in 1953, in November. Are you getting as much 
nickel now as you got in 1953, or more, or less? 

Mr. Suocx. I am bringing that up in my conclusion, in the statement. 

Senator Martone. Go right ahead. 

Mr. Suock. Following the recommendations of the task group, a 
release was issued as NPA release 2936, dated March 18, 1953 which 
read: 

Sufficient nickel to relieve unusual hardship will be diverted to the sorely 
pressed electroplating industry in the second quarter of 1953, the National 
Production Authority, Department of Commerce, announced today. This is 
intended to provide the industry with nickel to maintain operations at the 
minimum level. 

Necessary steps are being taken to make the nickel available, in accordance 
with the agency’s continuing policy of providing for at least the minimum needs 
of the civilian economy as well as the defense mobilization programs. 

At a recent meeting of the Primary Consumers of Nickel for Chemicals and 
Electroplating Industry Advisory Committee, members told NPA officials that 
some platers were trying to keep their businesses going with dangerously low 
supplies of nickel. It is estimated that there are approximately 4,000 electro- 
plating concerns in the United States, many of which require only very small 
quantities of nickel for their operations. 

The companies engaged in plating, after numerous conferences, 
recommended that the end-use restrictions be removed but that due 
to the drastic shortage of nickel, the allocations should remain in full 
force and recommended to the Department of Commerce the following 
resolution: 

It is recognized that nickel is a critically important material and is in short 
supply ; that military needs must be met before any nickel is released for civilian 
consumption; that it is essential that the use of available nickel be controlled. 
Nevertheless, it must also be recognized that NPA order M-80 not only operates 
to allocate nickel but likewise imposes restrictions upon its use by the nickel- 
plating industry and that the plating industry has found that such restrictions 
render it procedurally impossible and impractical to process nickel plated 
products within the limits of the order. 

It is the belief of the nickel committee of the National Association of Metal 
Finishers that the restrictive provisions of the order upon the use of nickel 
are unfair und discriminatory to the plating industry, and that such restrictions 
have already imposed a great hardship upon the plating industry, and the 
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continued existence of such restrictions will endanger the life of the industry. 

Now, therefore, it is resolved by this committee as follows: 

1. That the situation be placed before the National Production Authority and 
that it be urged to modify the order to permit effective use of whatever nickel 
is available to the plating industry without restriction. 

2. That the nickel allocation procedures presently followed be continued in 
effect while nickel remains in short supply. 

3. That special consideration be given to hardship cases rising from the 
operation of the allocation provisions of the order. 

Our committee representing the industry was advised that removal 
of all restrictions would solve the situation. This was stated in 
accordance with the NPA release dated September 3, 1953, granting 
u nickel strike of 0.00005 where such use heretofore was prohibited 
and the subsequent decontrol order effective November 1. 

Since removal of restrictions many of our companies have com- 
plained that they have not received their just share; however, alloca- 
tions have been carried on by the suppliers of nickel to the industry 
and approximately the same amount of nickel was being delivered to 
the industry in December 1953, which was 40 percent of the 1950 base 
period, and the Government was purchasing “ additional 60 percent 
for stockpile and defense purposes. 

The complaint of the industry is that it has no way of checking or 
determining where nickel is being diverted; that it 1s not convinced 
that the Government is taking more than 60 percent of the available 
amount of nickel for stockpile and defense purposes. However, the 
industry was able to survive to a great extent in operating on 40 per- 
cent of its base-period purchases. 

Since January 1, however, members of the industry have been ad- 
vised by their several suppliers that approximately 28 to 3314 percent 
of their 40-percent allocation would be taken away from them during 
January, February, and March. 

Senator CLements. Who told you that ? 

Mr. Suock. We have letters on that from the suppliers. 

Senator CLements. You should offer those letters. 

Mr. Suock. Here is one letter. I think we have some other letters. 

They have all received letters about being cut. This drastic action 
will no doubt result in many more companies being forced out of busi- 
ness. The companies in the plating business are desirous of learning 
now whether or not they can plan on continuing in business or to lay 
off their employees, or to cease operations altogether. 

We feel that the Government should take immediate action to de- 
termine how much nickel will be available for civilian purposes used 
in the plating business and then should make provisions for a fair and 
just allocation of the amount that might be available. 

Senator Martone. Mr. Shock—— 

Mr. Suock. It is our present 3 months that has definitely worried 
all these companies. They don’t know whether to plan on remaining 
in business or not. 

Senator Matonr. This Harshaw Chemical Co., I take it, is a sup- 
plier to many of your members. 

Mr. Sock. Yes. 

Senator Matonr. All of them or just a part of them ? 

Mr. Suock. Well, they are a supplier to the whole industry. There 
are several suppliers to the industries. 
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As you stated, Mr. Palik, you have McGeehan Chemical. Did you 
receive a letter ? 

Mr. Patrik. We received a letter that there was going to be a cur- 
tailment also. 

Senator Matone. We ended the allocation on November 1, 1953. I 
know of no congressional action that had been taken since that time. 
By what authority is this rationing employed? Is it under the De- 
fense Act of 1950? 

Mr. Suock. Do you mean the present rationing ? 

Senator Martone. Yes. 

Mr. Suock. No; it is a free-enterprise solution that the suppliers 
have tried to operate. Up to January, we have never had any com- 
plaints—from November 1 to January. We felt that the suppliers 
gave us our 40 percent and they could live by it, because they knew, 
they were advised that there wasn’t any more nickel. But when Jan- 
uary came along and they said they were going to take away a third 
of that 40 percent, according to those notices, and they have taken it 
away, naturally these companies are all alarmed because as long as 
they can operate on the little bit they were getting, they cannot take 
less and still remain in business. 

Senator CLements. Mr. Shock, if you knew, or if the civilian supply 
in 1954 was comparable to what the civilian supply was in 1953—and 
I am not suggesting that it is, but if it is as great—would you feel 
that you had been discriminated against grossly if you were cut 2814 
to 3314 percent ? 

Mr. Suock. Yes. That is why we are here. 

Senator CLeMENtTs. You would feel the trade was mistreated quite 
considerably ? 

Mr. Suock. That is right. 

Senator Crements. Do any of your suppliers or any of the firms 
that you represent make automobile bumpers? 

Mr. Suock. A great many of them are engaged in that work. 

Senator CLements. Is there anything to the story that we hear run- 
ning around that they are spreading that nickel so thin on those bump- 
ers that that is the reason that we see rusty bumpers now ? 

Mr. SHock. Well, that was under that restrictive five-ten thousands 
onthe use. That is what caused it. 

Now, I think if they do plate the bumper, they are going to try 
to get a fairly decent job that will last a little longer. 

Senator Ciements. Are you going to be able to do that with the 
supply of nickel that is in sight for you? 

r. SHock. It doesn’t look like they can do it as yet. 

Senator Ciements. Then it is going to continue to be on the bumper 
as thin as it has been? 

Mr. Suock. That is right. 

Senator Martone. Under investigation by this committee are about 
75 or 80 such materials. Naturally we have the overall picture already 
in the testimony, but we did not have the detail as far as the actual 
users are concerned separately. To give the committee some basic 
information, who makes the estimate of the amount of nickel that is 
going to be produced, we will say, in 1954? Where do we get that 
estimate ? 
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Mr. Suockx. That would only come from the people that make it 
and mine it, [ suppose. 

Senator Matone. Who are they ? 

Mr. Suock. The chief one is the International Nickel Co., and I 
understand there is a large operation in Cuba, and that the Govern- 
ment has purchased that whels supply. 

Senator Martone. Who is it in Cuba? 

Mr. Suock. The Freeport Sulphur Co. I notice they just issued 
a large certificate of necessity to them to go in to that market. 

Senator Matone. Are they really in production in substantial 
amounts now ? 

Mr. Suock. We won’t get it for 2 years, I believe. 

Senator Martone. You won’t get any nickel from Cuba for 2 years? 

Mr. Suock. I doubt it. 

Senator Martone. Then you do not mean that the Freeport Sulfur 
is in production now ? 

Mr. Suock. It will take them 2 years before they can produce it. 

Senator Matone. You did not mean they were a producer ? 

Mr. Suock. No; I don’t mean they are producing. The only one I 
do know is International Nickel, and I understand there is some other 
company that has started in. 

Senator Martone. The Falconbridge Co. ? 

Mr. Suock. I have heard about them. 

Senator Martone. Where do they produce? 

Mr. Suock. I don’t know. 

Senator Matons. I believe they are a Canadian producer. Those 
two producers, then, are the only producing companies that you know 
of? 

Mr. Suock. They are the only two I know of. 

Senator Matonz. Then the Government, or then the purchasers in 
this Nation, whomever they might be, would have to rely on their 
estimates for 1954 and 1956? 

Mr. Suock. That is right. 

Senator Matone. And future production until some other company 
might come into production, like the Freeport Sulphur. 

Mr. Suocx. That is right. 

Senator Martone. Whom do they work with? Who purchases their 
production at the present time ? 

Mr. Suock. They sell through the suppliers. In other words, so 
far as we are concerned, we buy from the suppliers. They sell a 
= amount, probably, to the larger companies directly. I don’t 
think they sell all their nickel to the suppliers. 

Senator Martone. What contracts does the Government have with 
these suppliers? Do I understand you to say, Mr. Shock, that the 
International Nickel Co. and the second nickel company that has . 
been mentioned deal only with principal suppliers, and as far as your 
people are concerned, it is the Harshaw Chemical Co. ? 

Mr. Sock. And others; yes. 

Senator Matong. Who are the others? 

Mr. Suocxk. Well, Butylite Corp. and its individual agents through- 
out the country, and the McGeehan Chemical of Cleveland, I think, 
sell nickel, and the—— 

Senator Martone. How many of these suppliers are there? 
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Mr. Suock. About 6 or 7. 

Senator Matong. Do you know who they are? 

Mr. Sock. Yes. 

Senator Matone. Name them. 

Mr. Suocx. Butylite, McGeehan Chemical, Harshaw Chemical, 
Hansen VanWinkle, and Mundt and Seymour. 

Senator Matone. Are they all in Cleveland? 

Mr. Suock. No. 

Senator Martone. Will you give us the addresses of all the sup- 
pliers, and if you know the relative amounts that they supply to the 
industry, it would be helpful to the committee. What we would like 
to know, when we study the evidence, is how the production is con- 
trolled, if it is, and through whom. 

Did you get any letters from these other suppliers similar to that 
from the Harshaw Chemical Co. ? 

Mr. Suock. The trade did; yes. I haven’t received copies of all of 
them, but I know that all the members have received copies. 

Senator Matone. At this time a copy of this letter, dated January 
22, 1954, from the Harshaw Chemical Co., addressed generally, “At- 
tention: Harshaw Nickel Customers,” signed by Harshaw Chemical 


Co., will be inserted in the record as part of your testimony at this 
point. 
(The letter referred to follows :) 


THE HarsHaw CHEMICAL Co., 
Cleveland, Ohio. 
Attention: Harshaw Nickel Customers. 
Refer to purchasing agent. 
Subject: Nickel anodes, nickel chemicals, electroplating, March 1954. 


' MILITARY AND AEO-RATED ORDERS 


An order to obtain nickel for military and AEC-rated orders, it is necessary 
that we file for such nickel by the 10th of the month preceding the month in 
which allocation is requested. To prepare the necessary forms, it is imperative 
that we have your orders for March military and AEC nickel in this office by 
February 1. It is no longer necessary to give end use in information on any 
nickel orders, but to ratings for military and AEC are still extremely important. 


CIVILIAN ORDERS 


So long as the present short supply of nickel exists, it will be necessary to 
continue voluntary allocation to our customers. In order to do this job as 
effectively as possible, we will appreciate your continuing to send us your pur- 
chase orders on a monthly basis to be in our hands by the first of the month 
preceding the month in which allocation is requested. Since the quantity of nickel 
distributed to us as a manufacturer of nickel anodes and chemicals is dependent 
upon the overall impact of nickel for military and AEC, which varies month by 
month, we must assume that our allocations to our customers will also vary 
from month to month; therefore, we reserve the right to adjust quantity shipped 
in accordance with available supply. As our receipts of nickel for civilian 
distribution is based on our past purchases, we must restrict such distribution 
to concerns we have served in the past. 


NICKEL-SUPPLY SITUATION 


As announced in our letter of January 14, our January nickel supply was 
reduced 28 percent under December. It now appears that February nickel will 
approximate January, with a further drastic reduction in March still anticipated. 


Tue HarsHaw CHEMICAL Co. 


Senator Martone. Do you have any further remarks to make? 
Mr. Suock. No; I haven't. 
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Senator Matone. Mr. Palik, do you have anything further, any 
further information ? 

Mr. Pari. No. 

Senator Matone. That will be all, then, and thank = very much. 

(The following letter was later received for the record :) 


NATIONAL ASSOCIATION OF METAL FINISHERS, INC., 
Washington, D. C., March 4, 1954. 
Hon. Grorce W. MALONE, 
United States Senate, 
Senate Office Building, Washington 25, D. C. 

Dear SENATOR MALONE: At the hearings recently held by your committee, 
I was requested to furnish you the names and addresses of the principal nickel 
suppliers who furnish nickel anodes to the metal plating industry. A list of 
these companies are as follows: 


The Udylite Corp., Detroit 11, Mich. 

The Harshaw Chemical Co., Cleveland 6, Ohio 

Hanson Van Winkle-Munning Co., Matawan, N. J. 

The Seymour Manufacturing Co., Seymour, Conn. 

The McGean Chemical Co., Midland Building, Cleveland, Ohio 
Apothecaries Hall Co., Waterbury 88, Conn. 

Wagner Bros., Inc., 418 Midland, Detroit 3, Mich. 


You also requested me to furnish you with the amount of nickel allocated 
to the plating industry during the time nickel was under control. In checking 
with the Nickel Section of the Department of Commerce, which is my only source 
of information, I learned that this information was forwarded to your commit- 
tee. 

Very truly yours, 


RAYMOND M. SHockK, 
Erecutive Secretary. 


Mr. Blakely Wilson, vice enon Plainville Electroplating Co., 


of Plainville, Conn., will be the next witness. 

Mr. Wilson, if you have a prepared statement, you may read it or 
comment from it and submit it to the record in any way. 

Senator CLements. May I ask Mr. Wilson if he won’t identify him- 
self for the record ? 

Mr. Wutson. Yes, sir. 


STATEMENT OF BLAKELY WILSON, VICE PRESIDENT, THE PLAIN- 
VILLE ELECTROPLATING CO., PLAINVILLE, CONN. 


Mr. Wixson. Gentlemen, my name is Blakely Wilson and I reside in 
Bristol, Conn. I am vice president and general manager of the 
Plainville Electroplating Co. I deem it an honor and a privilege to 
appear before this Senate subcommittee and I appreciate the oppor- 
tunity given to me to express my views on the adequacy of the supply 
of nickel for civilian electroplating requirements during the current 

ear. 

‘ The Plainville Electroplating Co. was founded in 1920 and is 
located in Plainville, Conn., where it has maintained its physical 
existence to the present time. It was incorporated as a job metal 
finishing shop and from a very meager beginning it has experienced 
a steady and constant growth. In the 33 years that have passed since 
the company was founded employing three men, the company payroll 
has now grown to approximately 50. Our company is located in the 
heart of industrial Connecticut and our function is similar to the 
20-odd other job plating shops in our area, as well as the thousands 
throughout the rest of the country. 
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Job shops, such as ours, do not manufacture or fabricate products 
but rather do the finishing for manufacturing concerns which have 
no plating facilities at all, or only certain processes. Many com- 
panies, both large and small, feel that it is advantageous to have out- 
side concerns do part or all of their metal finishing for reasons of 
price or service, although there are others who do their own — 
and, therefore, are in the same position as we concerning governmenta 
control of nickel. 


SHORTAGE OF NICKEL FOR ELECTROPLATING USE 


My reason for appearing before you is to acquaint you with the 
particular problems which confront most of the jcb plating shops 
because of the present shortage of nickel for civilian electroplating 
use. 

I would like to present to you figures as to the amount of nickel 
which we have been able to purchase during the past 8 years and its 
effect on our business. Below is listed the amount of our nickel anode 
purchases from 1946 through 1953. 

Year Quantity (pounds) 
1 in wennee os apeaad iaind citiewae byeetmainets 8, 050 


. 4,130 
3, 226 


As you will note, our average yearly purchase for the 4 years prior 
to the Korean war was 5,100 pounds, and during the last 4 years, our 
average yearly purchase has been 1,700 pounds. It is a matter of 
simple arithmetic to see that we have been able to buy only one-third 
of the amount of nickel, since the Government restrictions, that we 
used prior to 1950. 

What do these figures mean to us as a job planting company? I do 
not wish to bore you with statistics, but I think some figures are nee- 
essary to show the effect of the nickel situation. 

In general there are two types of plating—with parts that are fairly 
large ¢ or are fragile, each part must be racked individually on a plating 
rack and processed by what we call tank plating, while such items as 
screws, nuts, bolts, washers, et cetera, many pounds of these parts are 
put into a horizontal cylinder and plated by rotating this barrel in 
a plating solution. I would like to present figures which will show 
you the effect of the present situation on each of these processes. In 
the following figures you will note that I have listed the years from 
1948 through 195 3, our relative total sales for these years using 1948 
as the base period, and our relative tank nickel sales for these years 
using the same base period. 

As you can see, we have experienced quite a growth through these 
6 years, but it has been accomplished through development. of new 
processes and greater sales efforts in other lines. 

However, you will note that the percentage of the tank plating 
which requires nickel has decreased from 44 percent to 17 percent of 
our total sales. This is not a particularly healthy situation for us, 
since during the so-called normal times a large percentage of the 
volume which we do is nickel or nickel-chrome work. 
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This same condition exists with our barrel plating facilities, as you 
will note from the following figures. We have listed the past 6 years 
and the number of nickel barrel loads which we have plated each year 
during this period: 

Nickel, 
barrel loads 


As you can see we have had to cut down our number of loads per year 
from 4,000 to about 1,000. Since each of these barrel loads is worth 
approximately $4 you can realize the financial effect on us caused by a 
shortage of nickel. 

I do not wish to imply by the foregoing facts that business is not 
good with us nor that we are being greatly hurt at this time. During 
the past 3 years we have been doing a great deal of defense work and 
we have added new accounts in other lines of plating. However, the 
defense work which took up the slack of our nickel plating is now 
falling off and we are getting back more and more into our normal line 
of work. 

We are not so much concerned with today or tomorrow or next week 
but rather we are concerned about the coming months when we should 
be strengthening our sales position in plating which requires the use 
of nickel. It appears to us that we may be caught in a squeeze between 
decreasing defense work and a diminishing supply of nickel which 
would not allow us to build wp our normal decorative plating. 

Another situation has occurred with regard to this nickel shortage 
which we feel is as great as any problem which we have faced—that is 
loss of customer goodwill. When the Korean war broke out there 
were, quite naturally, restrictions placed on the use of nickel and, as 
you can see by figures previously given, we had to eliminate many jobs 
from our shop. Our customers were most understanding in regard to 
this situation, especially since they, in many cases, could not obtain 
certain materials to fabricate items which we would normally nickel- 
plate for them. 

During the past 6 months, however, with the shooting war over, 
many of these customers have again gone into their normal type of 
production and are looking to us for nickel plating. They cannot 
understand, nor can we, why we are still allowed less than one-third 
of the nickel which we would normally require. 

This situation has progressed to a point where we have actually lost 
several of our good accounts because we were not able to furnish 
them with the plating which they required. This is the thing about 
which we are most concerned, as far as the future goes, in our line of 
plating. If my memory serves me correctly, I believe I have seen 
figures where the average cut on the overall use of nickel has only 
been about 20 percert, whereas the use of nickel for electroplating 
has been cut by about 65 percent, a fact that seems somewhat unfair to 
us in the metal-finishing field. 

Admittedly, there are ways to buy nickel if you wish to go to the 
so-called gray market but it has been, and always will be, a policy of 
our company to deal only with the legitimate market rather than 
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aiding the profiteering on scarce materials. Only last week I had a 
man in my Office offering to sell us all the nickel we wanted at $1.85 
per pound when the market price is $0.92 ar] pound. Most certainly 
this is not the answer to the problem of nickel which we as job platers 
have today, but we do feel that the easing of the Government allocation 
of nickel would be most beneficial to our industry. 

I would like to reiterate that at the present time we are enjoyin 
fairly good business conditions but “the shoe is beginning to pinch,” 
and our outlook for the next year or two is somewhat cloudy because 
of the serious shortage of nickel. Decorative plating is a substantial 
part of jeb-metal finishing and I would like to ask you for your 
consideration in this problem of the supply of nickel for civilian 
electroplating use. It would be of great help to us if your committee 
would look favorably on this plea and take the necessary steps in 
allowing more nickel for the use of the thousands of job platers like 
ourselves. 

Senator Martone. You understand, I am sure, Mr. Wilson, that the 
position of the committee is to determine the supply of these materials, 
and without congressional action of some kind, has very little to do 
about instructing the Government in any of its operations. 

Mr. Witson. Yes, sir. 

Senator Matonr. Have you made any attempt to determine sub- 
stitutes for nickel in your work? 

Mr. Wison. There are certain substitutes which can be used. But 
it is a matter of customer acceptance. We have tried in some cases to 
plate chrome directly on brass. It is not too feasible. You run into 
quite a problem, and oftentimes it is a very expensive thing. With 
barrel plating you can sometimes use zinc with a post-plate treatment 
or lacquering afterward. But there, again, it is pretty much up to 
our customer. A manufacturer will determine what finish he can 
have on his product and if he cannot have nickel, he will say to his 
plating room, “Put zine on,” but a plater cannot do that. We have 
to say “We can supply zinc” and our customer will say yes or no. 
But nickel is pretty much an entity in itself in plating and there isn’t 
a reasonable substitute. 

Senator Martone. In other words, as long as they can get nickel 
plating from other sources, then you would just lose a customer? 

Mr. Wuson. That is right. 


AVAILABILITY OF BLACK-MARKET NICKEL 


Senator Matonr. Would you lose a customer if they could not get 
the plating elsewhere? Where they would rather have a substitute 
than none at all; wouldn’t that be true? 

Mr. Wison. I think if one of our customers decided that they could 
not get nickel plating done somewhere else, they would accept a sub- 
stitute. It might be in the plating line or it might be in the lacquering 
line. But what disturbs us is the fact that you can get all the nickel 
you want ata price. As I said, I had this man last week offer me all 
the nickel we wanted at $1.85 a pound. 

Senator Matonr. What is the source of this so-called black-market 
nickel? It wouldn’t be black market in the terms of price. It shouldn’t 
be, because there is no fixed price on nickel. It is merely the ration- 

89888—54—pt. 1044 
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ing that counts or at least the allocation that you get from the sup- 
plies. What is the source of this nickel that they would sell you above 
the normal allocation ¢ 

Mr. Wuson. That I don’t know, except that I do know it is brand- 
new nickel. It is not recast nickel or —_ nickel. It is brandnew 
nickel anodes that the average plater would buy. 

Senator Matone. Do you think it would be nickel that would be 
held out by the producers out of the regular market and to the regular 
suppliers for that particular purpose ? 

Mr. Witson. I don’t believe it would be held out by a legitimate 

yroducer or supplier. I think someone would make purchases, per- 
heme under false pretenses from one of these legitimate suppliers, at 
the normal market price and then in turn offer it to the plating indus- 
- try or anyone who might use it at double the price. 

Senator Matonr. They are just sharpshooting ? 

Mr. Witson. That is right. 

Senator Martone. Do you think there is a considerable amount of 
nickel available from those sources? 

Mr. Wirson. On an overall picture, I don’t know, except that I 
believe any plater in the country could get all the nickel they wanted, 
provided they all didn’t go after it. There was no limitation on the 
amount of nickel which this man offered me. 

Senator Matonr. Well, don’t allocations and price fixing lend them- 
selves generally to such an operation ? 

Mr. Wison. I believe so, sir. 

Senator Matonr. Do you know of your own knowledge how much 
nickel is produced and how much is available, the total, through the 
suppliers and from what source? 

Mr. Witson. No, sir. Coming from an individual company, f don’t 
know the total figures. But as I said in my statement, I believe I have 
seen figures where the overall cut of the use of nickel, industrywide, 
was about 20 percent. Whereas for electroplating use it was cut by 
something like two-thirds. I may be wrong, but I think in a trade 
journal last year I saw figures which approximated that. 

Senator Martone. Senator Clements, have you a question ? 

Senator Ciements. No, Mr. Chairman. 

Senator Martone. Mr. Wilson, if you will remain, Senator Clements 
will be in charge of the committee in a few minutes, and he may wish 
to call you back. If you have no further statement at this time, Dr. 
Flemming is here from the ODM. Since I have to leave in about 10 
minutes, I would like to call him right now. I wish for you to make 
yourself available if they want to call you later. 

Dr. Flemming? 


STATEMENT OF ARTHUR S. FLEMMING, DIRECTOR, OFFICE OF 
DEFENSE MOBILIZATION, WASHINGTON, D. C. 


Senator Martone. Dr. Flemming, we know you are very busy, but we 
have asked you to come up here inasmuch as we have been asked to 
hold a hearing on the availability of nickel. The actual users, the 
peacetime users, the nonmilitary users, wanted to be heard because they 
are extremely dissatisfied with the amount of nickel they are able to 
get. 
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We know that in this particular case the stockpile figures and some 
others are classified which handicaps us a little bit, but any informa- 
tion that oa can give us that would throw light on the inquiries by 
these civilian users of nickel would be appreciated. 

Mr. Fiemmine. The name is Arthur S. Flemming, Director of the 
Office of Defense Mobilization. 

Mr. Chairman, and members of the committee, in preparation for 
this ete counsel for your committee requested certain informa- 
tion from Mr. Cooley, who is the Deputy Director of the Office of 
Defense Mobilization. That was transmitted in a letter to you as chair- 
man of the committee. Attached to it were some tables which, of 
course, are classified and cannot be discussed in open hearing. But 
with the tables detached, the letter is not classified. I do not know 
whether or not you have put that into the record up to the present time 
or not. But if you haven’t, I would like to call attention to certain 
paragraphs of the letter and then you may want to put the whole letter 
into the record. 

In my letter to you, I said the members of my staff have prepared 
the attached table showing the pattern of distribution of nickel over 
the past few years ne a of nonmilitary goods—— 

Senator Martone. Dr. Flemming, it was marked “secret” so we were 
not going to put it into the record. But if it is not secret, then we 
will just insert it in the record as a part of your statement, and you 
make any comments you care to. 

Mr. Fitemmina. The last sentence of the letter states that when the 
table is detached from the letter, the letter itself can be considered 
unclassified. 

Senator Martone. I had overlooked that. We will make it a part 
of the record now. 


EFFECT OF MILITARY AND NONMILITARY USAGE AND STOCKPILING ON SUPPLY 
OF NICKEL 


Mr. Fiemmane. In the second paragraph, as I was indicating, we 
prepared the table to which I have referred, and which is classified, 
and I said I believe the table is self-explanatory and in itself will 
clarify the relationship of military and nonmilitary usage as well as 
the effect of our stockpiling program on the supply of nickel. I 
should like to bring out three points, however, which have been de- 
veloped in the table. Usage of nickel for nonmilitary consumption in 
the 1954 year will be comparable to such usage in 1953 and approxi- 
mately that of 1951 and 1952, but is considerably less than the amount 
consumed in pre-Korean days when nickel was readily available. 

Secondly, the pattern of distribution in 1953 and 1954 reaches a 
peak in the fourth quarter of 1953. A concern recently expressed by 
many industrial users regarding the most prospective decrease in the 
nickel supply probably arises from the report that the first quarter 
availability would be sharply lower than that of the fourth quarter 
with further decreases to come. While decreases are to be expected in 
1954 from this higher than average level of distribution, they will 
not bring the total amount for the year of 1954 below the 1953 rate. 

The third point relates to the acquisition of nickel for the stockpile 
which is shown to be unsatisfactory throughout the years 1946-54. 
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If we are to overcome the dangerous deficit in the stockpile inventory, 
strenuous efforts will be necessary to increase the supply and to main- 
tain an adequate stockpile purchase program. The extreme impor- 
tance of this material in time of war is, of course, generally known. 

Within the terms of one of the stockpile contracts with the Inter- 
national Nickel Co., we have asked the company to increase shipments 
to the stockpile by 500,000 pounds for the month of January, and 
we expect a request that this arrangement be continued. Beginning 
in February it is necessary to stockpile almost all production of nickel 
oxide from the Government plant at Nicaro, Cuba, in order to meet 
the stockpile schedule. The quantity so removed from the total in- 
dustrial supply in 1954 will be offset insofar as nonmilitary use is con- 
cerned by the prospective decrease in military requirements. When 
domestic controls over nickel were removed on November 1, 1953, 
producers of nickel providing the industrial supply agreed to dis- 
tribute their production to consumers in this country in a fair and 
equitable manner. Purchases for the stockpile over the past few years 
have been inadequate largely because of pressing demands to meet 
increased military and civilian needs in the face of the limited supply. 
All agencies concerned agreed that a substantially larger and f m 
schedule of acquisition for the stockpile must be maintained for the 
next few years in the interest of national security, even though total 
demands may exceed supply. We have, therefore, established a stock- 
pile procurement program which is given an equal priority with 
defense demands. It should be noted, however, that nickel scheduled 
for stockpile purchase for the most part derives from increased supply 
stimulated by an expansion program involving Government loans, 
premium payments, and other forms of Government assistance. 

Mr. Chairman, as you undoubtedly know, we took action in October 
to decontrol nickel, and at that time I made public what I referred 
to as a memorandum for the files setting forth our reasons for arriv- 
ing at that particular conclusion. That was a part of our public 
release. 

In that memorandum for the files, in which we outlined the reasons 
for taking the action, I included this paragraph: 

In a classified supplement to this memorandum, there is a table 
showing minimum stockpile acquisitions which must be made in the 
future. The Government has agreed on a program of regular pur- 
chases that will assure our meeting the schedules. This agreement 
will be adhered to even though it may be necessary to make slight 
reductions in the present availability to the civilian economy, although 
reductions in military requirements and increases in supply will 
probably make this unnecessary. 

Mr. Chairman, as you know, we have or there is what is really a 
joint watchdog committee as far as the Defense Production Act, 
namely a Senate-House Committee of which Senator Capehart is now 
the chairman. They, or course, have followed this matter very, very 
carefully. They recently issued to the Congress and to the public 
their third annual report. That report refers in a number of in- 
stances to this memorandum to which I have just referred. But one 
pertinent paragraph is this: 


Your committee has i-een assured by the director of ODM that a firm program 
of regular purchases for the stockpile has been agreed upon which will assure 
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the meeting of the schedule and that these will be adhered to even though it 
may be necessary to make slight reductions in the present availability to the 
civilian economy. 

I think that provides some background as far as the present situa- 
tion is concerned, but of course we will be very happly to supply 
additional information. 


NICKEL AVAILABLE FOR CIVILIAN USE 


Senator Mavone. Dr. Flemming, of course you have heard what is 
perturbing the civilian users. Naturally, we know from your previous 
testimony that you are interfering to the least extent possible with 
civilian users in building up the stockpile. What is the annual or 
monthly production of nickel available to this Nation which would 
include all operations? 

Mr. Fiemmine. Mr. Chairman, as I understand it, the total con- 
sumption, with the stockpile excluded, is not classified information, 
and for 1953 it is 197 million pounds. 

Senator Martone. That is given here, 197.8 million pounds for 1953. 

Mr. Fitemmine. You have the same table I have. That first column, 
as I understand, is classified information. The second column is not. 

Senator Matone. That is right. The total estimate for 1954? 

Mr. FLemmine. 173. 

Senator Matonz. 173.6 million pounds. 

Mr. Fiemmina. That is right. 

Senator Matone. That compares to an average total consumption 
for 1952, of 204 million pounds? 

Mr. Fiemmine. That is right; 1951 is 168 million pounds, and then 
your average from 1946 to 1949 is 161 million. 

Senator Martone. And 1950 is 188 million pounds? 

Mr. Fiemmine. That is right. 

Senator Martone. That shows a decrease over 1953, a decrease over 
1952, and this estimate for 1954. 

Mr. Fiemmina. An increase over 1951. 

Senator Matone. And an increase over 1951, 1950 and 1946-49 
average. 

Mr. Fiemminea. Not an increase over 1950. It is a decrease over 
1950. But it is an increase over the 1946-49 average. 

Senator CLements. Dr. Flemming, is the breakdown between non- 
military use and military use classified ? 

Mr. eae Yes, it is. 

Mr. Chairman, and Senator, we would be very glad to discuss those 
figures in an executive session. 

Senator CLements. Doctor, if a user of nickel is getting considerably 
less nickel from his supplier this year than last year, and a consider- 
ably smaller amount than the percentage figures you gave here a while 
ago would indicate he was entitled to receive, where would his re- 
course be? 

Mr. Fiemmine. You are thinking now of the individual consumer ? 
Of course it is clear that the overall amount is less, as the figures have 
indicated. Now, the amount available for industry, or to put it another 
way the amount available for the civilian economy, forgetting the 
military uses, is, as I indicated, approximately the same as the amount 
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available in 1953. Consequently, keeping that fact in mind, if he feels 
that he is not being treated in a fair manner, under the present situa- 
tion, his one recourse is to the supplier or suppliers, using that in the 
plural. Of course, Mr. Chairman, and Senator Clements, when we 
took the controls off, we recognized that that would be the case. The 
Secretary of Commerce had a communication from International 
Nickel, for example, one of the largest suppliers. I will refer to the 
paragraph in the memorandum that I issued at that time. 

The International Nickel Co. which supplies 80 percent of the nickel 
consumed in the United States has advised the Secretary of Com- 
merce that: 

After taking care preferentially of the military and AEC requirements, the 
balance of our nickel as reported quarterly will be distributed to the civilian 
economy in a fair and equitable manner. 

Senator Martone. It is from the International Nickel Co. ? 

Mr. Fiemminc. That is right. This was a letter addressed by the 
International Nickel Co. to the Secretary of Commerce, further, in 
response to the Secretary of Commerce’s concern, over possible price 
increases resulting from unrestricted civilian demands, the company 
advised : 


As far as our own prices are concerned, the record speaks for itself. 
My memorandum continues: 


That record over the last 25 years shows a gradual increase from 35 cents 
per pound in 1929 to 60 cents per pound in 1953, a rise of 71 percent. During the 
same period, the Bureau of Labor Statistics index of nonferrous metals generally 
rose 70 percent. 

Senator CLemEnts. We have witnesses here this morning who testi- 
fied and who placed into the record a letter from their suppliers to the 
effect that they would get 2814 to 3314 percent less nickel in the quarter 
that we now are in. Of course, that is a much greater reduction than 
the reduction of nickel that is available for civilian use for all purposes 
this year over last year. You say there will be as much for civilian 
use in this year as last year? 

Mr. Fiemmine. That is right. 

Senator CLements. With one firm having practically a monopoly 
on nickel, these users of nickel have no other recourse, except to appeal 
to that supplier of nickel. 

Mr. Fiemmrna. That is correct. That is your present situation. 

Senator CLements. Do you think, Doctor, that the statement made 
here by Mr. Wilson this morning—that for double the price of nickel 
he would have no trouble going into the black market and getting such 
nickel as he needed—Isn’t that likely to increase under conditions like 
that ? 

Mr. Fiemmina. Well, I would like representatives of the Depart- 
ment of Commerce to address themselves particularly to that, because 
they follow the market much more closely than we do. 

Senator CLements. I am asking you this question because I think 
you will be an adviser on policy. 

Mr. Fiemminea. Right. Well, where you have a situation where 
your demand is considerably in excess of the supply, situations of that 
kind will prevail. Of course, it has been a little bit difficult for me 
to know just why it is referred to as a black market or a gray market 
because, as the chairman pointed out, we have no cortrols. I mean, 
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this isn’t a process of evading Government controls, either on price or 
on use or anything of that kind, because the controls do not exist. 

Senator Ctements. You have an established price by the monopoly, 
do you not? 

Mr. Firemmina. Well, they have their price and, as you can see, 
the Secretary of Commerce raised with them that question before 
controls went off. You have noted their reply. They said that the 
record speaks for itself. We checked their record and I included that 
in the memorandum. 

Senator CLements. Doctor, would it be a question that should not 
be answered—f it is, I will withdraw it quickly—but under the present 
stockpile arrangements that you have now, how many years do you 
think it will be before the stockpile becomes adequate? 

Mr. Fiemmine. The direct answer to that would be classified, 
Senator, but let me say this in a general way, the target date that we 
are working against is the target date that was set by the Department 
of Defense and personally I think it is pretty far in the future, as 
you consider the international situation. 

Senator CLements. That answers my question satisfactorily. 

Senator Matone. You have partially answered the question I have 
in mind. It could, naturally, not be referred to as a black market in 
line with our prior references when there were fixed prices or ceiling 
prices. However, Senator Clements pointed out that you have one 
chief producer, the International Nickel Co. What are the other 
nickel companies that produce nickel ? 

Mr. Fiemmina. We have Falconbridge, of course, and of course 
Nicaro has been one of the principal producers. 

Senator Matong. But a soaniian, the companies other than the 
International Nickel Co. produce about 15 percent? 

Mr. Fiemmine. About 20. We said in this memorandum that I 
issued at the time controls were taken off, I said that they supplied 
80 percent of the nickel consumed in the United States. 

Senator Matone.. What is the price of nickel now, what is the 
Government paying for it? 

Mr, Fitemmine. Sixty cents a pound. 

Senator Martone. Does that conform to the industrial price that 
they are paying for what they get? 

Mr. Fiemmine. The market price is 60 cents. In some instances 
the Government is purchasing at premium prices. 

Senator Matonz. What is this premium price? 

Mr. Fiemmine. They vary from one company to another. That 
was one of the points, Senator. 

Senator Martone. That is not classified, is it? 

Mr. Fiemmine. No, we can furnish that. I don’t happen to have 
it right here, but I would be glad to furnish it for the record. 

Mr. Curtis. It rage from 75 to 85 to $1 a pound. 

Senator Matone. You are paying up to a dollar a pound? 

Mr. Fiemminea. That is right. Senator Malone, I feel that that 
is an important point to keep in mind in connection with this whole 
situation. In my letter to you, I included this sentence: 

It should be noted that nickel scheduled for stockpile purposes, for the most 
part, not completely but for the most part, derives from increased supply stimu- 


lated by an expansion program involving Government loans, premium payments 
and other forms of Government assistance. 
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Senator Matone. I novice, too, Senator Clements, that with the 1214 
percent less for civilian use, according to the figures, 1214 percent less, 
some of these customers have been ee 25 percent. That question 
has been asked as to what recourse these men have, and the answer is 
“None, except the supplier.” Dr. Flemming, in view of the tightness 
of this supply, while we are trying to establish a stockpile, and keep 
the companies running that are actually in military production, what 
would be your suggestion to establish equality in distribution of the 
remaining nickel ¢ 

Mr. Fiemmine. Mr. Chairman, my suggestion would be this: Take 
International Nickel Co., they advised the Secretary of Commerce 
that— 

After taking care preferentially of the military and AEC requirements the 
balance of our nickel as reported quarterly will be distributed to the civilian 
economy in a fair and equitable manner. 

Where a consumer feels that he is not being treated in a fair and 
equitable manner, I think that he should take up the matter with the 
Department of Commerce, so that they in turn will have the oppor- 
tunity looking into it and seeing if they can be of help. 

Senator Matonr. Then I would advise these men who are here 
today to simply go direct to the Secretary of Commerce and lay their 
case before him ? 

Mr. Fiemmrina. If they feel that they are not being treated in a 
fair and equitable manner, yes, sir; because I regard that as a com- 
mitment on the part of the company to a responsible officer of the 
Government. 

Senator Matonsr. However, there is no practical recourse for the 
Secretary of Commerce, if the original producer wants to sell it to a 
certain supplier, and that supplier then is given leeway to distribute 
it. The determination as to distribution eel rests in the hands of a 


company that is the ee producer. 
Ks 


r. FLemmine. They produce 80 percent of it. There is no question 


about it. 


STOCKPILING OF NICKEL IN ACCORDANCE WITH PUBLIC LAW 520 


Senator Matonr. I call attention to section 3 of Public Law 520, 
79th Congress, the National Defense Act, section 3, paragraph (a): 

The Secretary of War and the Secretary of Navy shall direct the Secretary 
of Treasury through the medium of the procurement division of his department 
to (a) make purchases of strategic and critical materials with due regard to the 
objectives set forth in section 1 of this act, and pursuant to the determination 
provided in section 2 hereof, which purchases first shall be made so far as appli- 
cable from supplies of materials in excess of current industrial demand and 
secondly shall be made in accordance with title III of the act of March 3, 1933, 
but may be made without regard to section 3, 709 of the Revised Statutes. 

Now, I would like to ask if you are proceeding in that manner. 

Mr. Fiemmine. I think we are. I think the significant words that 
you quoted are “so far as practicable.” In this particular instance, as 
we consider this question of practicality, we have to keep in mind the 
security of the Nation. 

Senator Martone. I am sorry, Dr. Flemming. I have to leave. I 
have an appointment with the President. Senator Clements will con- 
tinue with the meeting. 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 681 


Senator CLeMENts (presiding). Doctor, did you want to leave it as 
you did with Senator Malone’s question, that there was no recourse 
for a person who was being cut in his nickel needs greater than per- 
centages that have been suggested here today, and that there be no 
action taken by the Government in any shape, form or fashion, to give 
relief to those ot 

I mean, would you recommend that a status quo be retained regard- 
less of the fact that they are not able to get the nickel that they need ? 

Mr. Fitemminc. Senator, may I say this: My feeling is that first of 
all the course of action that I suggested to haivnten Malone would 
be the proper one, so that the Secretary of Commerce would have the 
opportunity of determining whether or not there was adherence to 
the standard that was agreed upon at the time of decontrol. However, 
if evidence brought together by this committee or brought together 
by the Secretary of Commerce or any other responsible branch of 
Government tended to mount and point to the fact that there was not 
adherence to that standard of performance, the Congress has still 
given the executive branch, of course, the right to exercise controls. 
Then we would have to consider that evidence and determine whether 
or not a situation had developed that would call for the reimposition 
of controls. 

Senator CLements. If you were convinced that a fair allocation was 
not being made to the normal users of nickel in this country, you would 
make recommendations for Government actions? 

Mr. Fitemminea. If I were convinced that a fair allocation were not 
being made, if I were convinced that the reimposition of controls 
could correct that situation, I would not hesitate to make such a 
recommendation. 

Senator Ciements. Thank you, sir. I do not have any further 
questions. 

Mr. Apterman. Coming back to Public Law 520, the paragraph 
there which, I think, is pertinent is, “The purchases for saelipile shall 
be made so far as practicable from supplies of materials in excess of 
current industrial demand.” 

Evidently, from the testimony before the committee today, accord- 
ing to the complaints that have been made, there is a much larger 
industrial demand than the amount allocated at present for the pur- 
chases by private industry. Are there any steps being taken to revise 
these figures or to look it over again? 

Mr. Fiemmrna. I can say this, that as you know, and as Senator 
Clements undoubtedly knows, we are in the process of reviewing all 
stockpile objectives in the light of more up-to-date requirements in- 
formation from the Department of Defense and in the light of other 
factors that have entered the picture since the objectives were looked 
at the last time. 

Nickel is high on our priority list as far as the review is concerned. 
We have requested basic requirements information from the Depart- 
ment of Defense. They have gone to work on getting that informa- 
tion. In my judgment, however, we will not be able to complete that 
review until approximately May 1, on the basis of the information 
that they have given us as to what they need to do in order to give 
us up-to-date requirements information. But we also will keep the 
stockpile objectives under review. Of course, the review sometimes 
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may result in an increase, and at other times it may result in a decrease 
and at other times it may stay approximately where it is. So when 
I say we are reviewing the nickel-stockpile objective I wouldn’t want 
to suggest that that is going to lead to a decrease in that objective. 
It might lead to an increase in the objective. I don’t know. But we 
are going to subject it to a close, careful scrutiny. 

Senator Ciements. While you are in a review period at this time, 
since we have had so many complaints by the users of nickel, we think 
it is quite opportune that you hear these complaints and that they be 
gotten together, that the group be mobilized, and material be gotten 
to you in as factual a way as possible. 

Mr. Fiemmrne. We will be very, very happy to consider it. 


NICARO NICKEL OUTPUT 


Mr. ApLterMAN. There is just one more point I would like to dis- 
cuss, and that is the Nicaro Nickel contracts. The Nicaro plant is a 
Government-owned plant; is it not? 

Mr. Fiemornea. Yes. 

Mr. ApLerMaNn. And it is operated by an American company under 
contract with GSA? 

Mr. Fiemminea. That is right. 

Mr. ApterMan. Formerly, as I understand it, the Nicardo output 
went commercial ? 

Mr. Fitemmina. About two-thirds or three-fourths of it. 

Mr. ApLerMAN. Has a change taken place in that picture? 

Mr. Fiemmine. Yes. As I indicated in the letter to Senator Malone, 
virtually all of the Nicardo output is now earmarked for stockpile. 
We have for 2 months now, authorized 500,000 pounds for industrial 
use, and it is my intention to continue to authorize 500,000 pounds 
for industrial until the review of the stockpile has been completed. 

Mr. Apterman. Can you tell me, Doctor, just the type of nickel that 
is peonaets by Nicardo? Is that a powder or oxide? 

r. Fiemminea: It is a powder . 

Mr. Apterman. And has that been considered suitable for stock- 
piling purposes ¢ 

Mr. Curtis. We have up to now been stockpiling the output of 
Nicardo in the form of nickel oxide, which isa dust. It is less desirable 
than what they call nickel oxide sinter, which comes in the form of 
pellets. The aede facility is now starting to produce the sinter 
which, as it gets produced, will be put into the stockpile. But we 
will have in the stockpile, as you will see from the past, oxide dust, 
and we will have in the future the oxide sinter. 

Mr. Fiemmrne. I will be very happy to meet in closed session 
with the committee and discuss any of the figures which I have on 
this. 

Senator CLements. We are going to endeavor to get you the prob- 
lems that the users of nickel have in their plants, too, Doctor. 

Mr. Fiemmrine. We will be happy to receive that and to give it 
very careful consideration. 

(The following information was received for the record :) 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C0. 
Hon. Georce W. MALone, 
Chairman, Senate Minerals, Materials and 
Fuels Economic Subcommittee, 
United States Senate, Washington, D. C. 

Dear SENATOR MALONE: This letter is in response to a request by Mr. Jerome 
Adlerman, counsel of the Senate Minerals, Materials, and Fuels Economie Sub- 
committee, who asked Mr. Victor Cooley, Deputy Director of the Office of 
Defense Mobilization to send you a summary of the current situation with 
regard to distribution of nickel. 

Members of my staff have prepared the attached table showing the pattern 
of distribution of nickel over the past few years among producers of nonmilitary 
goods, producers of military and Atomic Energy Commission items and the 
national stockpile. I believe the table is self-explanatory and in itself will 
clarify the relationship of military and »onmilitary usage as well as the effect 
of our stockpiling program on the supply of nickel. 

I should like to bring out three points, however, which have been developed 
in the table. Usage of nickel for nonmilitary consumption in 1954 will be com- 
parable to such usage in 1953 and approximates that of 1951 and 1952, but is 
considerably less than the amount consumed in pre-Korea days when nickel 
was readily available. Secondly, the pattern of distribution in 1953 and 1954 
reaches a peak in the fourth quarter of 1953. The concern recently expressed 
by many industrial users regarding the prospective decrease in the nickel supply 
probably derives from a report that the first quarter availability would be 
sharply lower than that of the fourth quarter with further decreases to come. 
While decreases are to be expected in 1954 from this higher-than-average level of 
distribution, they will not bring the total amount for the year 1954 below the 
1953 rate. The third point relates to the acquisition of nickel for the stockpile 
which is shown to be unsatisfactory throughout the years 1946-54. If we are 
to overcome the dangerous deficit in the stockpile inventory, strenuous efforts 
will be necessary to increase the supply and to maintain an adequate stockpile 
purchase program. The extreme importance of this material in time of war is, 
of course, generally known. 

Within the terms of one of the stockpile contracts with the International 
Nickel Co., we have asked the company to increase shipments to the stockpile 
by 500,000 pounds for the month of January, and we expect to request that this 
arrangement be continued. Beginning in February, it is necessary to stockpile 
almost all production of nickel oxide from the Government plant at Nicaro, 
Cuba, in order to meet the stockpile schedule. The quantities so removed from 
the total industrial supply in 1954 will be offset, insofar as nonmilitary use is 
concerned, by the prospective decrease in military requirements. 

When domestic controls over nickel were removed on November 1, 1953, the 
producers of nickel who provide the industrial supply agreed to distribute their 
shipments of nickel to consumers in this country in a fair and equitable manner. 

Therefore, in the absence of some qualifying circumstances, the supply for 
civilian use of individual consumers should not be adversely affected. 

Purchases for the stockpile over the past few years have been inadequate 
largely because of pressing demands to meet increased military and civilian 
needs in the face of a limited supply. All agencies concerned agreed that a sub- 
stantially larger and firm schedule of acquisitions for the stockpile must be 
maintained for the next few years in the interest of national security, even 
though total demand may exceed supply. We have, therefore, established a 
stockpile procurement program which is given an equal priority with defense 
demands. It should be noted, however, that nickel scheduled for stockpile 
purchase for the most part derives from increased supply stimulated by an 
expansion program involving Government loans, premium payments, and other 
forms of Government assistance. 

These comments should serve to clarify what appears to be a widely misun- 
derstood situation, but if you wish further information on any other aspect 
of it, I shall be happy to provide it. 

I should point out that the attached table includes information classified 
as secret; hence, the usual precautions should be taken in making use of the 
document. When the tavle is detached from the letter, the letter itself can 
be considered unclassified. 

Sincerely yours, 
ArtTHuR 8S. FLEMMING, 
Director. 
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Senator Crements. Thank you. 
Mr. Girdler, will you identify yourself? 


STATEMENT OF WALTER H. GIRDLER, JR., VICE PRESIDENT OF 
THE GIRDLER CO., LOUISVILLE, KY. 


Mr. Girpter. I am Walter H. Girdler, Jr., vice president of the 
Girdler Co., of Louisville, Ky. Our company is a manufacturing and 
engineering organization engaged in designing and building plants, 
equipment, and machinery for the food, chemical, petroleum, gas, 
rubber, woodworking, and agricultural chemical industries. We are 
also manufacturers of nickel catalysts for the gas and edible oil 
industries. Our participation in the atomic energy program and in 
the supplying of electronic equipment to the Signal Corps makes us 
very much aware of the magnitude and importance of the atomic 
energy and military programs of our Government. 


SUPPLY OF NICKEL FOR CIVILIAN PRODUCTION OF NICKEL CATALYSTS 


We are appearing before this committee to respectfully submit 
certain information relative to the supply of nickel for our civilian 
production of nickel catalysts. It would appear that the present 
rate of withdrawal of nickel for civilian or commercial use will 
severely limit our production of these catalysts and thereby penalize 
our customers who are dependent upon us as suppliers. This same 
condition would obviously apply to other members of this industry 
and to other industries where nickel is an indispensable ingredient. 

During World War II and the Korean war, also referred to as 
world war III, our technical and research staffs spent a great part 
of their time in studying substitute materials for various products 
we manufacture. Unfortunately, neither we nor others in this in- 
dustry have been able to find a substitute for nickel in the catalysts 
we manufacture. No other material will serve the same valuable 
function. 

The Girdler Co. has been in the production of catalysts for the last 
12 years. Among the principal catalysts which we produce are the 
nickel-base catalysts which are used in the production of civilian 
essentials including ammonia, nitric acid, ammonium nitrate, meth- 
anol, ethylene, solvents, plastics, numerous chemicals, inedible fats 
and waxes and edible fats such as shortenings and oleomargarines. 

The total estimated consumption of nickel, and I am in agreement 
with Dr. Flemming, in 1953 as reported by the United States Depart- 
ment of Interior, Mineral Industries Survey, for the first 10 months 
of 1953 and prorated for the remainder of the year was 211,690,000 
pounds of nickel. The prorated quantity of this nickel consumed in 
the production of catalysts, taken from the same report, was 2,289,000 
pounds or 1.08 percent of the total. 

I have already mentioned that the use of nickel in the production 
of catalysts is somewhat peculiar to the use of nickel for other purposes 
since no substitution of other metals or materials can be made. Like- 
wise, in almost all instances where nickel catalysts are used, the ma- 
terial being produced could not be economically produced without 
the use of a nickel catalyst. The nickel catalysts used in producing 
the aforementioned products are extremely essential and yet very 
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small quantities of nickel are responsible for the production of rela- 
tively large quantities of consumer goods. For example, a single 
pound of nickel in the form of a catalyst used in the production of 
ammonia can result in the production of 500 to 600 tons of ammonia. 
A pound of nickel in a catalytic form used in the production of short- 
ening and oleomargarine is generally responsible for the production 
of 20,000 to 30,000 pounds of these products. 

Since January 1, 1954, we have been unable to procure sufficient 
nickel to produce the catalyst for that portion of industry which 
relies on us as a source of supply for their nickel catalysts. At the 
present time we have nickel catalysts back ordered for 2 months; 
whereas under normal conditions of supply the material should be 
available for delivery within 2 weeks after receipt of the customer’s 
order. 

We realize, of course, that nickel is essential to the long-range 
defense program of the Government and must be included in the 
schedule of stockpiling. But we are also aware of its extreme impor- 
tance to the immediate and current economy of the country. To cut 
deeply into its availibility to United States industry will have a 
penalizing effect on that economy. We would like to suggest that 
a studied balance of stockpile and industry requirements can result 
in an important aid toward maintaining the high level of industrial 
development without in any way injuring the defense program. 

Senator Crements. Mr. Girdler, how is your allocation of nickel 
this year compared with any comparable period in 1953? 

Mr. Grrvter. Our nickel cunely from about the last 5 months of 
1953 has been cut in January and February about 17 or 18 percent. 

Senator Ciements. That is a considerably higher figure than 
would be indicated that it should be from the figures that were pre- 
sented by Dr. Flemming from what was available for total consump- 
tion in 1953 over 1954. As I recall, it was about a 10 or 11 percent 
cut. Who are your suppliers? 

Mr. Grrpter. We buy our nickel direct from the International 
Nickel Co. 

Senator Ciements. Did you get any communication from them that 
advised you of any percentage cut over any given period of time? 

Mr. Grrpirr. No, sir, other than a regular bit of correspondence 
they put out to all of their customers, which I gave you a copy of. 
These are extra copies of their letter. This was mailed out, I think, in 
early January. I don’t have a date on this. Would you like it read 
here at this time or would you just like to submit it for the record? 

Senator Ciements. I do not wish to submit it for the record, but 
I would like to identify it with the approximate date that you might 

ive it. 
. The letter bears no date. 

Mr. Grrvier. These are some extra copies of the International 
Nickel letter which I picked up, and it does not have a date on it. I 
can find out what that is. 

Senator Ciements. Do I understand, Mr. Girdler—— 

Mr. Grepter. It was in January, some time early in January. 

Senator Ciements. Do I understand that this form letter-—— 

Mr. Girrpier. Excuse me, Senator. December 30, 1953. 
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Senator Ciements. I see nothing in there that specifies any per- 
centage of cut that you were going to take. 

Mr. Grrpter. No, sir. 

Senator CLements. How did it happen? Was it that you ordered 
a oe amount of nickel and they sent you a lesser amount ? 

Mr. Girpter. That is right; yes, sir. 

Senator CLements. And up to now it has totaled 17 percent less 
than the last 5 months of last year? 

Mr. Girpier. On a monthly basis, that is right, sir. 

Senator CLements. What effect is that going to have on your busi- 
ness ¢ 

Mr. Girpter. Well, our business, unless, as has been mentioned here, 
we go to the gray market, our business will be affected to the extent 
of 17 percent. 

Senator CLements. And can you maintain the normal profits that 
are required to stay in business with a decrease of 17 percent in 
business ¢ 

Mr. Girpter. That is a leading question. 

Senator CLements. You will certainly be affected. 

Mr. Girpter. That is right. We will be affected adversely, but we 
will not go out of business, if that is what you mean, sir. 

Senator Ciements. I did not mean it that way. I am glad you 
restated it for me. 

Mr. ApLERMAN. I was very much interested in part of your state- 
ment, Mr. Girdler, in which you discussed the amount of nickel that 
you use in comparison with the end result that is obtained. Could 
you give me an idea, if it is not a trade secret of your firm, how much 
nickel your company uses, and the value of it? 

Mr. Grroter. Well, it is used in other operations of our company 
also. 

Mr. ApLeRMAN. Let us take the catalyst feature. 

Mr. Grirpier. The catalyst feature? We use approximately 200,000 
pounds per year. 

Mr. ApteRMAN. That is 100 tons. What is the value of that nickel? 

Mr. Grrpter. Our price that we are paying for nickel cathodes is 
63 cents a pound, or 62.8. 

Mr. AptermMan. And you say here in your statement: 

The nickel catalyst used in production is extremely essential and yet a very 
small quantity of nickel is responsible for the production of relatively large 
amounts of consumer goods. 

If you cut back on your production, you are going to have a serious 
effect, then, on consumer goods; is that right? 

Mr. Grepter. On the edible oil industry. 

Mr. ApLterRMAN. And quite out of proportion with the value of the 
nickel that you pay? 

Mr. Grrpter. That is right. 

Mr. Apterman. And you say a pound of catalyst used in production 
is responsible for the production of 20,000 pounds to 30,000 pounds of 
end product; is that right? 

Mr. Grrpter. Yes, sir. 

Mr. ApiterMAN. So that a pound of nickel worth 63 cents may result 
in whether or not you get 20,000 or 30,000 pounds of end product ? 

Mr. Grrorer. Yes, sir. 
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May I interrupt a moment? 

Mr. ApLeRMAN. Yes. 

Mr. Grrpter. Under the NPA, the National Production Authority, 
the edible oil industry was considered essential industry, and we were 
able to get what we asked for. I mean everything is out from under 
Government controls. 

Mr. Apterman. That may have a serious effect on the economy, 
though, would it not, if 1 pound of 63-cent nickel is going to stop the 
production of 30,000 pounds of an end product such as an edible oil? 
That might have a very serious effect on the general economy. Isn’t 
that so? 

Mr. Girvter. I would think so. 

Senator Ctements. It would have a considerable effect on the em- 
ployees at Girdler’s plant, too, would it not? 

Mr. Girpter. That is right, sir. 

Senator CLemeNts. Have you found many offers in the gray market, 
so-called ¢ 

Mr. Girpter. We had an offer some few weeks ago of all the nickel 
cathodes that we wanted, at that time and from now on, at a little 
over twice what we are now paying. 

Mr. ApLERMAN. That would be $1.20 a pound ? 

Mr. Girpier. They were offered to us at $1.50. We discussed that 
with the International Nickel Co. and asked them if they could tell 
us where that nickel came from, and they were not able to give us any 
help on that. 

Mr. ApterMaNn. Do you know whether that is a foreign nickel or 
whether it is domestic ? 

Mr. Girpter. I don’t know that. But in our industry, the extra 
price of the nickel would be the difference between us making money 
in our catalyst and our not making money. 

Mr. ApLerMAN. In other words, if you pay $1.50, you cannot make 
any money and if you cannot make any money you are not going to 
put out that pound of nickel to make the 30,000 pounds of end product ? 

Mr. Girvter. That is right. 

Mr. Apterman. In other words, a pound of nickel is going to be a 
bottleneck for 30,000 pounds of fats and oils; is that right? 

Mr. Girpter. That is right. 

_ Mr. Apterman. That is if you cannot get it at a price that will be 
competitive. Did you supply the name of this offerer to the Inter- 
national Nickel Co. ? 

Mr. Girpter. No, sir. 

Mr. Apterman. Did they ask you for the name? 

Mr. Girpter. They knew who it was. 

Mr. Apterman. Was it an affiliate of the International Nickel Co.? 

Mr. Grroter. No, sir. 

Mr. AptermMan. Would you be willing to supply the name of that 
company to the committee? 

Mr. Grrpter. No, sir. 

Senator Ciements. Did they suggest to you that it was Interna- 
tional Nickel that he was offering to you? 

Mr. Girpvter. No, sir. 

Senator CLements. They suggested that it was not? 

Mr. Girpter. They d:d not know. They had no way of knowing. 
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Senator Ciements. Would they not have been able to trace any 
nickel that they had sold to him? 

Mr. Grroter. I am an employee of the Girdler Co., Senator, and 
not of the International Nickel Co., so I don’t think I can answer 
that question. 

Senator CLements. Thank you very much for appearing today. 

Mr. Mackey? Identify yourself, please. 


STATEMENT OF D. H. MACKEY, ASSISTANT STEEL SALES MANAGER, 
SIMONDS SAW & STEEL CO., LOCKPORT, N. Y. 


Mr. Mackey. My name is David H. Mackey. I am assistant steel 
sales manager of the Simonds Saw & Steel Co., steel mill division of 
Lockport, N. Y. 

Senator Cements. Do you have a prepared statement ? 

Mr. Mackey. No, sir; I do not have a prepared statement. 

Senator CLements. Just proceed in your own way, sir. 

Mr. Mackey. Thank you. 

For a little background, I will mention that we are a steel producer, 
producing mainly alloy steels, all of electric furnace quality, and 
included would be the following classifications: Tool steel, some mag- 
netic alloy materials, aircraft engine valve steel, stainless steel, basic- 
ally of the heat-resisting types, and we are one of the suppliers of 
the thermostatic bimetal industry. 

I think those classifications encompass most of our products that 
contain nickel. 


EFFECT OF REDUCTION OF SUPPLY OF NICKEL 


You will note from their use that pf are all functional materials. 

1e period extending up until 
the end of nickel controls in November of 1953, Simonds was allocated 
by the National Production Authority a pegged amount of nickel to 
take care of the industries that consume these important alloys. This 
more or less established a level of operation in our own plant in the 
production of nickel bearing steels and alloys. 

Actually, we have no complaint on the amount of nickel allocated, 
through the month of January. We are anticipating hardship defi- 
nitely in the month of March. : 

Relative to the month of February, we feel that we will just be able 
to maintain production but will be completely out of nickel by the 
end of the month. We have never been able to maintain, throughout 
the entire Korean period, a substantial working inventory of nickel. 
In other words, we have gone from hand to mouth, from month to 
month. That condition still exists. Our main concern relates to the 
elimination of the source of supply of nickel oxide from the Nicaro 
project. Throughout the past year, approximately 20 percent of our 
available nickel per month came from the Nicaro mines in the form 
of nickel oxide. In melting steel we were able to use the oxide, supple- 
menting of course the electrolytic nickel which we purchased from 
the International Nickel Co. Those were our two sole sources of supply 
up until the present time. 

Dr. Flemming has stated that they intend to take off of the civilian 
market the nickel oxide from Nicaro. Actually, we were told that that 


Tannen the Korean conflict, and t 
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would oceur in February. We obtained some relief from this situation 
in the month of February and did receive our full allocation of nickel 
oxide in that month. 

However, we have been told that we will receive no oxide for the 
month of March. At the same time, our electrolytic nickel has been 
reduced in availability in the months of January and February, and 
although we don’t know about March, we assume that it will continue 
to be offered at a reduced quantity in the month of March. 

Bear in mind that we have been able to get through January and 
February, although the average reduction in electrolytic nickel from 
the International Nickel Co. has been about 15 percent. If we are 
faced with a reduction of a similar nature in the month of March, and 
the Nicaro oxide is not available to us, it would follow that our 
available nickel in the month of March will be reduced possibly by 30 
to 35 percent. That is an estimate because I do not know what the 
nickel company will offer us in March. We haven’t heard. 

Senator CLements. You do not anticipate that International Nickel 
Co. would want to pick up the slack? You do not anticipate that 
they will not take over the business that had been had by the Cuban 
outfit; do you? 

Mr. Mackey. No, sir. 

Senator Clements. Do you think that there are enough claimants 
upon what nickel supply they have of old customers not to take on a 
new item ? 

Mr. Mackey. I suspect that is true because of the fact that our 
supply has already been reduced somewhat in January and February 
and the situation is going to be even worse in March. So I at the 
moment don’t anticipate additional relief from the nickel company, 
although I cannot say that this will be fact. 

I might mention that in our application for nickel for the month 
of March, we have taken into account the fact that we will have no 
oxide available to us and our requests for nickel from the nickel com- 
pany have been consequently increased to make up for that loss of 

icaro product. 

Senator CLeMents. Do you mean your request has? 

Mr. Mackey. Yes. 

Senator Ciements. But you haven’t gotten any confirmation of 
that order yet; have you? 

Mr. Mackey. No, sir. None whatsoever. 

Senator Ciements. Do you have any information that leads you 
to believe that hag are going to get an increase from the nickel com- 
pany to offset the loss of the Nicaro? 

Mr. Mackey. No, sir; we have had no indication as yet. We are 
greatly concerned for the welfare of our customers who are of such 
unportance that the National Production Authority, being fully aware 
of our — in being a source of supply for these people, had seen fit 
throughout the recent period of conflict to more or less establish a 
pegged amount of nickel for us to enable these industries to continue 
operations. 

In the face of an increased stockpiling program it is conceivable 
and probable that we won’t be able to continue even at the rate of 
operation that we have proceeded through the critical period. 

89888—54—pt. 10 —45 
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Senator Ciements. Have you been able to maintain your full 
labor supply up tonow? Have you had any cutback? 

Mr. Mackey. We have had a cutback in labor, but that is due to a 
general business adjustment. Indications are that labor may be re- 
stored shortly. 

Senator Ctements. With the cut in nickel that is in prospect for 
you that you anticipate in March, what effect is that going to have on 
any further labor cutback ? 

r. Mackey. It would have a material effect. 

Senator CLeMents. Would you care to state it percentagewise or in 
number of employees ? 

Mr. Mackey. I don’t believe I could do that, Senator, on a per- 
centage basis. 

Senator CLements. Could you give it in the number of employees? 

Mr. Mackey. It is very difficult to answer. 

Senator Crements. That is all right. 

Any questions ¢ 

Mr. Apterman. Are you familiar with the stockpile act section that 
I read a while ago? 

Mr. Mackey. I heard the portion that you read; yes, sir. 

Mr. ApterMAN. Have you made any complaints to the Office of 
Defense Mobilization or the Department of Commerce or any other 
agency to the effect that the industry current industrial demands are 
not being met in competition with the stockpile? 

Mr. Mackey. We have not complained directly to the Department 
of Commerce. Having heard of the proposed stockpiling program 
and the anticipated shortage of nickel, we contacted our Representa- 
tive Miller and Senator Ives, requesting their consideration of our 
problem. That is as far as we have gone at the moment. 

Mr. ApiterMAN. In other words, you have not presented to the Gov- 
ernment the situation that the industrial demands are not being met 
in competition with the stockpile? 

Mr. Mackey. No, sir. Until this morning, of course, we had no 
indication of whom we should contact. Our only recourse was to go 
to the International Nickel Co. as our main sup her. Of course, they 
will be our only supplier if the nickel oxide is deleted from the picture. 

Mr. Apterman. What price do you pay for nickel anodes? 

Mr. Mackey. Sixty cents a pound. 

Mr. AptermMaANn. And what price do you pay for the nickel oxide? 

Mr. Mackey. Equivalent. 

Mr. ApiterMAN. Does International Nickel produce oxide also? 

Mr. Mackey. No, sir. 

Mr. Apierman. The sole source of the supply of oxide would be 
Nicaro? 

Mr. Mackey. Yes, sir. 

Mr. Apiterman. And is there any substitute for the oxide? 

Mr. Mackey. It is possible that a sinter might even be more desir- 
able, but it has not been made available. 

Mr. AptermMan. Can you tell me whether or not the oxide is suit- 
able for storage purposes of long duration? 

Mr. Mackey. F don't feel I am qualified to answer that. 

Mr. ApterMan. And have you any other suppliers outside of In- 
ternational Nickel and Nicaro? 
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Mr. Mackey. No, sir. 

Mr. AptermANn. Have you been approached by any gray market 
offers? 

Mr. Mackey. Yes, but not within the past 2 months or so. How- 
ever, we have been approached to see if we would be interested in 
procuring nickel at some price above market price and expressed no 
interest. Prices were not even discussed. 

Mr. AptERMAN. Have they been domestic companies or foreign 
companies ¢ 

Mr. Mackey. They have come from a domestic source, but with 
no identification. 

Mr. AptermMan. What would be the effect on the economy of your 
company if you cannot get this nickel? Is this a major portion of 
your production involving the use of nickel ? 

Mr. Mackey. Yes. In our steel mill at Lockport we produce tool 
steel for the Simonds Saw & Steel organization, and a substantial 
portion of our output is in the special nickel bearing alloys. The 
thermostatic bimetal industry for instance is most important, and of 
course a cutback in raw materials to those people would have no far- 
reaching effects, I should think, on the Nation’s economy. Thermo- 
static elements are used for protective relays in electrical equipment, 
temperature control units of both industrial and domestic types, vari- 
ous and sundry things that are all functional parts in control and 
safety appliances for industrial and home equipment. 

Mr. ApterMAN. Do you have any defense contracts directly, or as a 
subcontractor ? 

Mr. Mackey. No, sir. 

. ApterMAN. Did you have any up to the very near present? 

. Mackey. Have we had? 

. ApLerMAN. Yes, have you had any? 

. Mackey. No, sir. 

. ApLERMAN. In the last year or two? 

. Mackey. No, sir. 

. ApLERMAN. Do you know how the defense contracts allocated 
nickel? Was there any special allocation of nickel if you had a defense 
contract, if you know? 

Mr. Mackey. As far as steel mill production is concerned, if you 
have an order that is presented to you with a military rating, in the 
days when the National Production Authority—— 

r. ADLERMAN. I mean at the present time. 

Mr. Mackey. The nickel company at the present time has provision 
for showing the different types of military ratings that apply to 
various orders and the amount of nickel contained. To the best of my 
knowledge, they give full consideration to all of your military 
requirements. 

Mr. AptErRMAN. But you do not have any defense contracts? 

Mr. Mackey. No direct defense contracts. 

Mr. ApierMan. I see that you were making some heat resistant 
metals with nickel. 

Mr. Mackey. Yes, sir. 

Mr. AptErman. What is that used for? ; 

Mr. Mackey. Basically for industrial heat treating equipment, both 
for furnace construction and heat treating fixtures, such as carburizing 
boxes, and so forth. 
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Mr. ApterMan. Are you supplying any part of the aviation in- 
dustry with that type of metal 

Mr. Mackey. Indirectly, yes, through one of our customers who 
warehouse that type of material. 

Mr. Apterman. I don’t think I have any further questions. 

Senator Ciements. For what period do you know what your supply 
of nickel is going to be? Is it on a month to month basis, or a 
quarterly basis? 

Mr. Mackey. We generally know 15 days in advance of the month 
in which we are to be given a certain amount of nickel. That doesn’t 
always hold true. Sometimes the period is shorter than that. 

Senator Ciements. Will that not make it a little more difficult for 
you to operate? 

Mr. Mackey. Extremely so. 

Senator CLeMents. You would advocate that certainly you ought 
to have knowledge on a quarterly basis of what your suppliers are 
going to do? 

Mr. Mackey. We operated successfully under the National Pro- 
duction Authority when we knew 1 month in advance. In other 
words, for the month of March we would have known by the end of 
January how much nickel we would have available for that month. 

Senator Ciements. Today, I understand, you are operating on a 
15-day notice ? ‘ 

Mr. Mackey. Or less. 

Mr. ApLERMAN. Can you tell me what the ratio of nickel is in your 
production? What proportion of nickel do you use on your whole 
production? Is it actually essential for you to use nickel in your pro- 
duction, or can you do business without the use of nickel? 

Mr. Mackey. As far as the steel mill is concerned, we would be 
practically put out of business if we did not have nickel. 

Mr. AvuEMAN. And can you give me the quantity of nickel that 
you use ? 

. Mr. Mackey. I hesitate to divulge that information publicly. 
Senator Clements. That is all right. That is understandable. 
Any further statement ? 

Mr. Mackey. No, thank you. That is all. 

Senator Ciements. Mr. Stringfellow? 

Mr. Waters. iam Mr. Waters, assistant to Mr. Stringfellow, tak- 
ing his place this morning. 


STATEMENT OF T. WATERS, THOMAS A. EDISON, INC., 
WEST ORANGE, N. J. 


Senator Clements. While you are standing, you can identify 
yourself. 

Mr. Warers. T. Waters, Thomas A. Edison Corp., Edison storage 
battery division. 

Senator CLements. You may proceed, sir. 

Mr. Waters. Our company’s product is the Edison nickel-iron- 
alkaline storage battery which was invented by Thomas A. Edison 
during the 10-year period between 1900 and 1910. Its principal uses 
are: 

1. By the military services and the defense-supporting industries 
to operate electric material-handling trucks. 
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2. By the railroads for signals, interlocking plants, switch machines, 
train control, car lighting, caboose communications and other elec- 
trical equipment employed in train operation. 

3. By the mining industries to operate electric locomotives, shuttle 
cars and Edison miners’ safety electric cap lamps approved by the 
Department of Safety of the United States Bureau of Mines. 

Thus, our product is important to the national defense. This fact 
was recognized during World War II when the War Production Board 
allocated sufficient nickel to maintain our production at capacity and, 
more recently, during the defense-production program, when the 
National Production Authority likewise allocated the nickel necessar 
for us to maintain capacity production and thus continue to lend full 
support to the defense effort. 


DECONTROLLING OF NICKEL AND RESULTING SHORTAGE FOR CIVILIAN USE 


Nickel was decontrolled as of October 31, 1953; it is now apparent 
that, under the present system of distribution, we cannot aoe upon 
allocations sufficient to maintain production at a level that will meet 
demand, even though the end uses of our product have not changed. 

Our January allocation was approximately 20 percent below our 
requirements. Should allocations continue at this rate we shall be 
compelled to cut production and reduce employment. It would then 
be difficult if not impossible to restore production to meet demand in 
event of a new national emergency. 

I would like to amplify that by stating that this nickel-iron-alkaline 
battery is the only one of its kind that is made in North America. 
The customers we served during the National Production Authority 
days and also during World War II, are the same customers we are 
furnishing now, principally railroads, mines, and material-handling 
trucks for industry and the military services. 

This battery is frequently specified by the Air Force, for their 
material-handling trucks. We do have military contracts at the 

resent time, for which we get the nickel that is required for those 
ateeetig. Our miners safety cap lamp is approved by the Bureau of 
Mines in the matter of safety. We supply about 90 percent of all the 
miner safety cap lamps used in North America. 

Senator Ciements. Is there any shortage of miners’ lamps at the 
present time? 

Mr. Warers. At the present time, production is sufficient to take 
care of the demands. 

Senator CLements. You state here that your most recent allocation 
was approximately 20 percent below your requirements. 

Mr. Waters. For the month of January. 

Senator CLements. Does that mean it was cut 20 percent below your 
allocations ? 

Mr. Waters. No, sir; below our requirements. 

Senator Ciements. What was it cut below your December alloca- 
tions, or the last quarter of last year’s allocation ? 

Mr. Waters. December we requested 85,000 pounds and received 
85,000 pounds. In January we requested 80,000 pounds and received 
61,200. Our average monthly consumption is show 85,000 pounds. 
That has been the average for about the last 5 or 6 years. 
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Senator Clements. Your January allocation was more than 20 per- 
cent less than your December allocation ¢ 

Mr. Warers. Than the December allocation, yes, sir. But as I say, 
we requested 80,000 pounds for our schedule of orders for the month 
of January and were given 61,200. In December we had 85,000 and 
we requested 85,000. 

Senator Ciements. Was your allocation in December approxi- 
mately the same as it was in other months of 19534 

Mr. Waters. I can give that to you. In 1951-52, the monthly aver- 
age was 82,875 pounds. In 1952 and 1953, 82,916 pounds. In July 
1953 we had 90,000, 90,000 pounds in August, 90,000 pounds in Sep- 
tember, 90,000 pounds in October, 77,500 in November and 85,000 in 
December. 

Senator Ciements. In any of those months that you mentioned 
there, do the figures include defense contracts ? 

Mr. Waters. ~ Yes, sir. 

Senator CLements. Do you still have the same portion of defense 
contract business now as you had then? 

Mr. Warers. It varies every month, sir. In January we only re- 
quired 875 pa for defense contracts. In February we will use 
9,684 pounds, in March 23,813 pounds. It varies according to the 
orders we have from the Air Force. 

Senator Crements. Is it approximately the same now as it was 
through those other years? 

Mr. Warers. No. © From 1951 on through to September of 1953, we 
had from 19 percent to 33 percent of our production on direct military 
orders. 

Senator Ctements. Then for nondefense items you have more nickel 
now than you had during your heavy defense contract periods? 

Mr. Warers. Yes, except that the same industrial, railway, and 
mining customers we are furnishing now gave us rated orders during 
the NPA days. They were considered essential as supporting the 
defense effort. 

Mr. ApterMAN. Who are your direct suppliers? 

Mr. Warers. International Nickel is our sole supplier. 

Mr. ApterMan. Have they notified you that you have to take a cut? 

Mr. Waters. We have to put in a monthly request, based on our 
actual orders and they notify us approximately 30 days or some times 
45 days in advance what we are going to get that particular month. 

Mr. ApLeRMAN. Have they indicated to you that there is going to 
be a cut in the future? 

Mr. Warers. Yes. I think the impression is that they feel that 
beginning the first of April the office of Defense Mobilization will take 
an increased amount for stockpiling. That is likely to further curtail 
our supply. 

Mr. AptermMan. Do you use any of the Nicaro product at all? 

Fr. Waters. No, sir. 

Mr. ApterMAn. You use it only in the anode form ? 

Mr. Waters. And bars and shot. I might tell you that nickel is 
one of the principal components of the Edison nickel-iron-alkaline 
battery. 

Mr. Apterman. I take it that nickel in proportion to the other 
materials is a large part of your material? 

Mr. Waters. wer much so. 
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Mr. ApterMan. And if you are cut down on nickel it is going to 
have a serious effect on the economy of your company ? 

Mr. Waters. Absolutely. Right now we have a backlog of 4 months 
of orders. 

Mr. ApterMAN. How many employees have you? 

Mr. Waters. Approximately 1,200. As I stated, this is the only 
battery of its kind made in this country. We build the machinery 
and train the employees. It takes a specialized employee for this. 

Mr. Apterman. Is it a long life battery? 

Mr. Waters. Yes, sir. It has more than double the life of other 
types of batteries, plus many other features. 

Mr. AptermMan. You say a lot of this goes into defense use, in- 
directly or directly ? 

Mr. Waters. As I say, we supply batteries to mines for use in shuttle 
cars, locomotives, and safety cap lamps, to railways for signaling, 
switching and communication and to industry and the military serv- 
ices for material handling trucks. 

Mr. Apterman. And in allocation days, you got preferential treat- 
ment? 

Mr. Waters. Yes, because all of these orders were considered as 
essential to the defense effort and therefore rated. 

Mr. ApterRMAN. On your defense contracts do you get any special 
treatment ? 

Mr. Waters. Nothing except under the regulation that we are allo- 
cated the full amount to take care of those orders. We list those 
orders. 

Mr. Apterman. You list those orders separately with the Inter- 
national Nickel Co.? 

Mr. Warers. Yes, sir. 

Mr. Apierman. But you don’t have to file any particular orders 
or forms? 

Mr. Waters. No forms as we did during the NPA days. 

Mr. ApterMan. You don’t get Office of Defense Mobilization 
authority or anything? 

Mr. Waters. No, sir. I might say, too, that when controls were 
put on in 1951, when the regulation called for allocations of these 
critical materials, percentage-wise of a base period, we were, after 
preeee our full problem, given a straight allocation irrespective of 

ase period. During those years, we did not have an order on our 
book that wasn’t a rated order. 

Mr. ApLerMAN. Incidentally, do you have any substitutes for the 
nickel? Can you use anything else? 

Mr. Waters. No, sir. In the course of a very considerable amount 
of research and development work which has been carried on by this 
company since the introduction of the Edison battery in 1910, while 
many improvements have been made, no substitutes have been found 
for the basic electric chemical couple, nickel and iron, which were 
arrived at by Thomas A. Edison as a result of more than 50,000 ex- 
periments conducted over a 10-year period. 

Senator Clements. Have you had anybody around to suggest that 
there was nickel at a price? 

Mr. Waters. No, sir. 











696 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Senator Ciements. Well, thank you very much, Mr. Wavers. 
The next witness will be Mr. Harold Sperka. Identify yourself 
for the record, please. 


STATEMENT OF H. C. SPERKA, MANAGER, STANDARDS AND GRAPHIC 
ARTS, MARATHON CORP., MENASHA, WIS. 


Mr. Sperka. My name is Harold Sperka. 

Senator CLements. Do you have a prepared statement ? 

Mr. Srerxa. I have no statement as such, but I have a letter that 
we submitted, sir, to the Department of Commerce, that I would like 
to read in lieu of a statement. 

Senator CLements. You may proceed. 

Mr. Srerka. My company is a manufacturer and converter of pulp 
paper and paperboard products for the packaging and preservation 
of food, primarily. This is a letter that we wrote to the Department 
of Commerce on January 29, and I quote: 


We have been notified by several of our suppliers of electrotype printing 
plates that they in turn have been notified by the chemical companies supplying 
them nickel anodes that the Government allotment of nickel for use in the elec- 
troplating of printing plates has been drastically reduced, also that there is a 
definite possibility of further reduction in the immediate future. This an- 
nounced reduction in the availability of nickel is of immediate and serious 
concern to us, as it must be to other producers of sanitary packaging materials 
for perishable foods who serve America’s food industry. 

Marathon Corp. is a major supplier of sanitary food packages and packaging 
materials for a variety of perishable foods such as cheese, butter, ice cream, 
frozen foods, meats and meat products, and bakery products. Stringent State 
and Federal laws require that all packaged food be accurately and thoroughly 
identified as to contents, weight, ingredients, etc. Therefore, the majority of 
our products must be printed in order that the food packager may comply with 
Federal law. Moreover, the self-service type of distribution—which accounts 
for the greater majority of all food sales—requires attractively printed, clearly 
identified, and completely accurate printed packages of one type or another. 


SIZE AND ESSENTIALITY OF INDUSTRY SERVED 


The manufacturing and processing of food represents one of the largest—if 
not the largest—single industry groups in the United States. 

The 1950 Annual Survey of Manufacturers released by the United States De- 
partment of Commerce on November 13, 1951, states the following facts with 
respect to the size of the food and kindred products industry in relation to all 
other operating manufacturing industry groups: 

(a) The food manufacturing industry ranks first of all industry groups in 
“value added by manufacture” (value of products less cost of materials, sup- 
plies, fuel, electric energy, and contract work) and the value added to over $10 
billion represents 11.3 percent of the total for all industries. 

(bv) The food manufacturing industry ranks first of all industry groups in 
number of employees (average for the year). 

(c) The food manufacturing industry ranks second only to the transportation 
equipment industry group in total salaries and wages paid. 

These figures cover manufacturing activities only and do not include raising, 
harvesting, or distribution of food items. 

The manual, Selling the United States Market, prepared and released by the 
United States Department of Commerce during 1951, states that the sales 
volume of retail food stores ranks first by a wide margin over all other retail 
sales groups. The sales volume of $31 billion in 1948 represents 23.7 percent of 
the total retail sales for that year. 

There can be no argument with the necessity of supporting this essential in- 
dustry with its basic requirements. 
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GROWTH FACTORS AFFECTING PRODUCTS MANUFACTURED 


Every type of food for human consumption in this country is placed in one or 
more packages or containers at some time before it is consumed. 

The whole American system of food distribution is dependent upon an ade- 
quate supply of packages and packaging materials that can be used efficiently 
and effectively, that offer proper protection, and that offer units of optimum 
size for economical use. The growth of self-service grocery and combination 
stores in recent years has emphasized this need for packaging foods in con- 
venient consumer-size units properly packaged for protection, sanitation, and 
display. The day of the cracker barrel has passed. In 1939 about 53 percent of 
all chain grocery store sales and 15 percent of independent grocers’ sales volume 
was in self-service merchandise. In 1950 about 90 percent of chain stores and 
53 percent of independents’ sales volume was in self-service merchandise. And 
I might say that trend continues upward. During that same period total sales 
increased from $8 billion to over $27 billion. Truly a remarkable growth pat- 
tern that has continued and is still continuing to put tremendous pressure on 
the manufacturers of food-packaging materials to keep pace. 


MARATHON’S POSITION 


Marathon Corp.—As a major supplier of sanitary, protective food packages and 
packaging materials to the frozen foods, dairy, margarine, meat, and bakery 
inddustries—assumes an essential position in maintaining the health and welfare 
of America’s families as affected by the efficient distribution of properly packaged 
perishable foods. 

In order to keep pace with this terrific growth in the requirements for food- 
packaging materials, Marathon’s production of food packages has increased 
by 50 percent since 1949 and our printing capacity has been increased by 130 
percent since 1949. This growth pattern is still continuing. Thus our inability 
to get increasing quantities of printing plates, to say nothing of decreased quanti- 
ties, will work a severe hardship not only on Marathon but even more important, 
on the many hundred of food processors and packagers who depend upon us for 
their packaging materials. Obviously, other firms making and printing food- 
packaging materials would be similarly affected by any decrease in the avail- 
ability of nickel for use on printing plates and the total result might well be a 
serious disorganization of the entire food industry. 

Marathon, therefore, earnestly solicits your assistance in assuring that neces- 
sary quantities of nickel anodes and nickel salts be made available to producers 
of printing plates serving Marathon and other manufacturers of essential food- 
packaging materials. 

Our present sources of supply on printing plates are as follows: 


Neenah Electrotype Corp., 155 Western Avenue, Neenah, Wis. 

Pontiac Engraving Co., 812-822 West Van Buren Street, Chicago 7, Ill. 
Northwestern Electrotype Co., Menasha, Wis. 

Lake Shore Blectrotype Co., 1224 Van Buren Street, Chicago 7, Ill. 

Capital City Printing Plate Co., 1912 Grand Avenue, Des Moines 6, Iowa. 


Attached is a copy of the September-October issue of Maralog, our company 
Publication, that may be of interest to you. The cover illustration shows a 
number of printed packages of the type that Marathon produces. You will also 
note on page 8 pictures of three new presses that have been added to pressrooms 
at the Menasha plants alone in recent months. 

Thank you very sincerely for your consideration on this subject. If there is 
any further information that we might furnish you or if you believe that a per- 
sonal discussion on this subject would be desirable, you may be sure that we will 
be most happy to cooperate in any way possible. 

Yours very truly, 
MARATHON CorpP., 
H. C. SPerKa, 
Manager, Standards & Graphic Arts. 


I would like to add just two remarks, We made a quick estimate 
that the volume of f that our products will package during 1954 
is in the neighborhood of $214 billion. That. is the food that will be 
packaged by our packaging materials. In comparison with that, the 
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amount of nickel that our electrotypers will need to make satisfactory 
plates seems pitifully small, about 700 pounds per month, 

Senator CLements. About 700 pounds of nickel per month ? 

Mr. SrerKa. Yes, sir. That will take care of all of our printing- 
plate requirements. 

Senator CLements. Up to now, have you been slowed up at all by 
a failure to get plates? 

Mr. Srerxa. As of right now, sir, no; although we have been told 
that we are faced with the reduction in the amount of nickel given us 
on our plates if there is not some relief soon. 

Senator Ciements. Did they state a time at which the shortage 
might show up? 

Mr. SperKa. I cannot give you any specific figures. I think the 
inventories that each of these platemakers himself has varies a little. 

Senator Ciements. Did they suggest you would be short on plates 
in March, April, May, June, or any particular date ? 

Mr. SperKa. I have with me a fetter that one of these suppliers 
received from a nickel supplier, in which he was told to expect a 28- 
percent reduction during the month of January, and in the immedi- 
ately coming months even greater reductions. 

Senator CLements. What firm was that? 

Mr. SrerKka. Harshaw. I have a copy of that letter. 

(Document handed to Senator Clements. ) 

Senator CLements. Are you willing to give up the letter? 

Mr. SrerKka. Yes, sir. I have a photostatic copy. 

Senator Ciements. We will put it in the record at this point. 

(The letter referred to follows :) 


THe HarsHAW CHEMICAL ©o., 
Cleveland, Ohio, January 14, 1954. 


IMPORTANT Norice TO HarRsHAW ELECTROPLATING CUSTOMERS 


Attention: Management. 
Subject: Nickel Allocation, January 1954, Civilian Electroplating Use. 


GENTLEMEN: We greatly regret having to advise you of a reduction of nickel 
supplies for civilian electroplating beginning with this month—January 1954. 

Our raw-material allocations for January distribution were reduced 28 per- 
cent under December. Since we have no inventory from which this deficit could 
be taken it is therefore necessary that we reduce your January civilian alloca- 
tion of nickel anodes and/or nickel chemicals for electroplating by the 28 percent, 
as compared to your December 1953 allocation. 

Our raw-material suppliers have advised us the January reduction was 
caused by Government diversion of additional nickel to stockpile, and additional 
military requirements amounting to total of more than 1,500,000 pounds. We also 
understand that, beginning with either February or March, the Government's 
intended stockpile program will produce a further reduction in total. supply 
for civilian purposes, bringing the supply to a level drastically below the re- 
duced amount for January. Should such a further reduction be made, we 
necessarily will have to further reduce our allocation to you. 

Upon being advised of our reduced January supply, we immediately contacted 
the Office of Defense Mobilization and the Department of Commerce in Wash- 
ington, since these Government agencies have the responsibility for assessing 
and determining the relative needs of the national stockpile and the civilian 
economy. Discussions were held with Mr. Sinclair Weeks, Secretary of Com- 
merce, and Dr. Arthur S. Flemming, Director of the Office of Defense Mobilization, 
pointing out that any reduction of nickel to the electroplating industry would 
eause extereme hardship, further lowering of labor forces, uneconomical opera- 
tion, and lower quality products. While these agencies were sympathetic to 
the industry’s needs, we are not able to give you any encouragement that the 
Government stockpile plans will be changed. 
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Based on present information, it appears that availability of nickel for civilian 
electroplating in 1954 will probably be less than 1953 or perhaps even less than 
1952, when the industry was not permitted to nickelplate a number of items. 
Since you have indicated monthly needs far above December 1953 allocation, 
your future nickel supply problem will be a very serious one. 

As you can well imagine decisions on diversion of nickel to stockpile are made 
at a very high Government level who may not be informed of individual com- 
pany’s problems. Since we are not in position to present your particular problem 
to Government you may wish to do so. If such is the case, we suggest you 
address your communication to: the Department of Commerce, Commerce Build- 
ing, 14th and Constitution Avenue, Washington 25, D. C., Attention: Mr. Lothiar 
Teetor, Assistant Secretary of Domestic Affairs. 

We greatly regret our having to give you this discouraging information. 

Very truly yours, 
H. E. NIcer, 
Division Manager. 

Mr. ApLerMAN. Can you tell me exactly what you use nickel for in 
your industry ? 

Mr. SrerKa. If I may quote from Electrotyping in the Government 
Printing Office, there is a very brief description that will answer your 
question. An electrotype may be defined as a duplicate plate for use 
in letterpress printing, made by taking an impression in wax or other 
suitable molding material, depositing a thin shell of copper or of nickel 
supplemented with copper in this mold by an electroplating process, 
removing the shell from the mold, and backing the shell with a lead 
alloy. 

Mr. Apierman. Your principal function, though, is wrapping 
paper for food products, is that right? 

Mr. Srerka. Wrapping papers and cartons and printed boxes. 

Mr. Apterman. And the electroplating is merely the printing that 
goes on your wrapping, is that correct? 

Mr. SperKa. Yos sir. 

Mr. ApterMan. Is there any substitute for that type of printing? 

Mr. SrrerKa. There is no completely satisfactory substitute for a 
nickel electrotype. 

Mr. ApLERMAN. Is there any other way of printing that paper 
besides electrotype printing ? 

Mr. SperKa. fl, sir, it would be possible to print with copper 
without the nickel plating, but the life of the plates would be just a 
fraction of what they are with a nickel plating over them. Secondly, 
the reaction of ink with the copper itself is a problem in printing di- 
rectly with copper. 

Mr. ApterMAN. Do you do the printing in your own plant? 

Mr. SperKa. Yes, sir. 

Mr. ApterMan. But you have the plates sent to you from other 
places ? 

Mr. Srerxa. Yes, we have 10 plants across the country, and we have 
over 9,000 employees, practically all of whom are engaged in the manu- 
facture of these packaging materials for food. 

Mr. ApierMaNn. The printing is just an incidental part of your 
manufacturing, is that right? When I say “incidental,” I mean it only 
takes up a small part of the work at your plant? You are mostly in 
the business of manufacturing paper wrappings, and so forth, are you? 

Mr. SprerKA. Our pressroom personnel constitutes a fairly sizable 
re of our total employment. 

r. ApLeERMAN. What proportion? 

Mr. Srerxa. Twenty-five percent. That may be a little high. I 

would say probably 20 percent. 
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Mr. Apterman. But all you use is 700 pounds of nickel a month, is 
that right? 

Mr. Betis. Yes, sir. 

Mr. Apterman. Actually, you don’t purchase the nickel yourself, 
but you get it supplied to you through the plate, from the plating 
companies ? 

Mr. Sperka. That is right. An electrotype uses a very, very minute 
amount of nickel. Again, if I may make a statement here from this 
Government Printing Office publication, the nickel electrotype or 
nickeltype, as it is sometimes called, is capable of withstanding many 
thousands more impressions than is possible with a copper electro- 
type. It is therefore used on long-run jobs. 

In addition, nickel is more resistant to corrosion from process color 
inks. 

Mr. ApterMaNn. I have no further questions. 

Senator CLtements. Do you have anything further? 

Mr. Sperxa. No, sir. 

This is the Maralog that I sent with the letter. 

Senator Ciements. We will put that in the committee files. 

(The Maralog referred to was filed with the committee.) 

Mr. Srerka. You asked the gentleman before about gray market. 
I will say that it has been reported to me directly—I have 1 in a letter 
form and 1 verbally—by 2 electrotype manufacturers, that whereas 
their normal price is about 94 cents a pound for nickel anodes, they 
have had offers of any quantities they wanted from prices of $1.48 
to $1.75. 

Mr. ApterMaNn. Do you know whether that is offered by domestic 
or foreign companies? 

Mr. Sperxa. I do not know the sources, sir. 

Mr. AptERMAN. You buy no nickel? 

Mr. SperKa. We buy none at all. 

Mr. Apterman. Do you know who the principal suppliers are for 
your people who make your plates? 

Mr. SrerKa. I know some of them. Harshaw isone. Possibly some 
of the other gentlemen here may be able to supply the correct names. 
But there is a company, I think, by the name of McGeehan, around 
Cleveland; and another one called Hanson-Van Winkle-Munning. 

Mr. AptermaN. And none of them are supplied by International 
Nickel directly ? 

Mr. SrerKa. Not to my knowledge, sir. 

Mr. AptermMaNn. Thank you very much. 

Senator Cirements. Mr. McCoy? 


STATEMENT OF H. B. McCOY, DEPUTY ADMINISTRATOR, BUSINESS 
AND DEFENSE SERVICES ADMINISTRATION, DEPARTMENT OF 
COMMERCE, ACCOMPANIED BY HARRY SMITH, ASSISTANT AD- 
MINISTRATOR; K. J. BURNS, DIRECTOR OF IRON AND STEEL 
DIVISION; PAUL FLOYD, NICKEL EXPERT; AND HERMAN DIREC- 
TOR, STATISTICIAN 


Mr. McCoy. I am H. B. McCoy, Deputy Administrator, Business 
= Defense Services Administration; and with me is Mr. Harry 
mith. 
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Senator Ciements. Identify any others who are here. 

Mr. McCoy. This is Mr. Herman Director, staff assistant on critical 
material; and Mr. Floyd, from the Iron and Steel Division of the 
Business and Defense Services Administration. 

Senator Ciements. Mr. McCoy, you heard the various witnesses 
this morning state their problem with reference to nickel. Of course, 
time is of the essence to some here at the moment. Without any state- 
ment on my part, would you throw such light as you can on this prob- 
lem from the angle of the Department of Commerce? 

Mr. McCoy. I will be glad to do so, Mr. Chairman. 

I might give you just a few brief words on our background and 
our position with respect to this problem. 

Senator CLemMENTs. You may proceed in your own way. 


HISTORY OF GOVERNMENT CONTROL OF NICKEL 


Mr. McCoy. The Department of Commerce has allocated materials 
to the civilian economy and to the defense production since the estab- 
lishment of the Defense Production Act of 1950. As you know, the 
decontrol was accomplished on June 30, 1953, of allocation of scarce 
materials to civilian production. We carried over, however, alloca- 
tion or preferences for military from that time until now. We car- 
ried over beyond June 30 a few controls on scarce materials, allocat- 
ing these materials completely to the economy. 

Nickel was one of those carried over. The complete control of 
nickel began about 1951 and continued until November 1, 1953. Dur- 
ing that period of control, with the advice of other agencies, the De- 
partment of Commerce allocated virtually all new primary nickel to 
all uses. As Dr. Flemming stated this morning, the decontrol of 
nickel for civilian consumption was undertaken after a great deal of 
study of the matter and consideration. We knew that there was not 
enough nickel to meet all civilian demands, all defense needs, and the 
stockpile, but nevertheless felt that the International Nickel Co. and, 
to some extent, the Nickel Processing Co., which operates Nicaro, as 
private-enterprise establishments could and should do a better job of 
allocating to the civilian economy than the Government could, even 
though we knew that the supply of nickel would not be adequate for 
all purposes. 

I might say that the International Nickel Co. helped us a great deal 
during the control period, since it has been the principal supplier of 
nickel in this country. We gained a great deal of help from them, 
including knowledge of where nickel is used and how to direct its uses 
in accordance with the program decisions made by the Government 
as to where the most important production problems lay in the civilian 
economy, defense supporting, and essential civilian; and, of course, 
the military which has always had direct preference over all other 
uses, 


NECESSITY AND EFFECT OF KEEPING STOCKPILE SCHEDULES 


Dr. Flemming gave you the statistics, in the letter and orally, with 
respect to what our estimates are of the availability of nickel for non- 
military uses in 1954 as compared with 1953. He read you part of 
the statement in which we acknowledged, at the beginning, when de- 
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control was effected, that there would probably be less or about the 
same, but perhaps some little less nickel available in the civilian 
economy in 1954 than there would be in 1953 because of the necessity, 
determined in late 1953 by the highest authorities in the Government, 
that the stockpiling program must be kept on schedule. 

It had not been kept on schedule, as he indicated, but it was put 
back on schedule this year, and it is the determination of the Govern- 
ment, so far as possible, of course, to keep that schedule in operation 
until the stockpile has been achieved. 

As Dr. Flemming indicated, at the time of decontrol, that is, of the 
elimination of distribution by the Government to civilian users, the 
International Nickel Co. committed itself to us, after meeting the 
requirements for the rated orders, to distribute the balance of the 
nickel available in a fair and equitable fashion. We have every reason 
to believe that they are doing so. 

This morning we have heard witnesses testify with respect to what 
they believe may be the supply available to them. We have received 
several hundred communications, letters and telephone calls from 
the people, including the people here this morning, indicating con- 
cern about their operations this year compared to last year, because of 
what they have heard from suppliers in discussions with the Inter- 
national Nickel Co. 

We will discuss this with International when we have collected all 
the information that we possibly can get here, as a basis for discussion 
with the company, across the board, on the distribution. 

We expected that some consumers, particularly those who do not 
have defense contracts, and therefore are unable to get their supplies 
through a rated order which would get the preference—that some con- 
sumers would find less nickel this year than they had last year. in 
total, but that their civilian business would be about the same. 

Now, there is a distinction there, Mr. Chairman, that I think is 
important. One nickel consumer last year may have a substantial 
portion of his output in defense, that is, rated orders, military rated 
orders, which of course were taken care of, and then a certain amount 
of his production as nonmilitary. He could conceivably this year lose 
his rated business, but he might still have the same amount of non- 
military business this year as he had last year. 

Senator Ciements. I think it is a fair statement to make that most 
of those who testified here this morning have separated the defense 
from civilian requirements, or usages, of last year. I do not know of 
anybody that has testified this morning who says that their supplies 
for this year for civilian purposes, nonmilitary purposes, are equal 
to what they were a year ago. 

Mr. McCoy. Well, I understood some of them felt their nonrated 
business, their nonmilitary, would be less. 

Senator Ctements. I think there was one fellow, Mr. McCoy, who 
felt that. I think they stated rather emphatically that they had less 
for nonmilitary uses this year in prospect than they had a year ago. 
I believe the statement made by Dr. Flemming was that there would 
be as much nickel this year, approximately as much nickel, for non- 
military purposes as there was a year ago. 

Mr. McCoy. That is because our estimates were that of the total 
amount of nickel available for industrial uses, less of it will be for 
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defense this year than last year. Therefore, the amount for nonmili- 
tary should be, if our estimates are correct, approximately the same. 

Senator CLemeNts. As one member of the committee, I think I 
would like to know, if there is an equal amount of nickel available 
this year for civilian purposes, nonmilitary uses, if there is that 
amount available why is it that these people, for strictly civilian 
usage, have less nickel allocated to them by International Nickel than 
they had a year ago? 

Mr. McCoy. Ideally, that should not happen. If the distribution 
system is perfect and our estimates are correct, then presumably the 
user of nickel this year for nonmilitary uses should get approximately 
the same as he got last year. 

Senator Ciements. Most of those who have appeared here this 
morning have indicated that there was some nickel available that was 
not flowing through normal channels at normal prices, Could that 
have any effect on the failure of these manufacturers to get the nickel 
that they need? 

Mr. McCoy. Mr. Chairman, if there was any wide-scale diversion 
of nickel out of its normal channels, that would be the result. The 
International Nickel Co., we believe, knows a great deal about all con- 
sumers of nickel, how much they use, and what their capacities are. 
They have told us, in effect, that they have a fairly close check them- 
selves on the consumption. 

Senator CLeMents. May I inquire if the Department of Commerce 
has taken up with International Nickel the black or gray market prob- 
lem, that, I take it, the Department of Commerce anticipated might 
develop? 

Mr. McCoy. Not just recently, we have not. 

Senator Clements. Do you not think what you have heard here this 
morning would justify a move in that direction ? 

Mr. McCoy. I certainly think that we will ask them about it. But 
I should remark that they seem to know pretty well what the capacity 
of their consumers is. If there is any diversion that takes place, they 
want to know about it, and would find out about it. There has been 
foreign nickel offered in this market. We don’t know how much. 
The Japanese had a quantity of nickel for sale some months ago, 
some weeks ago. That, we believe—well, it was stated that it came 
from New Caledonia. The ore was brought to Japan and I believe 
refined there. There is French nickel from New Caledonia also avail- 
able. 

Senator CLtements. How does it get into this country from New 
Caledonia? Is that through licenses? 

Mr. McCoy. No, sir. We have no control over nickel. It is not 
licensed. It would come from production of New Caledonia or some- 
place of that sort. 

Senator Crements. Is there any tariff of any kind on it? 

Mr. McCoy. I believe not on ore, matte, and oxide, but 114 cents 
per pound on pigs, ingot, cathodes, and similar forms. 

Senator CLements. So it could move in at any port without any 
action on the part of the Government whatever? 

Mr. McCoy. That is correct. I believe the Japanese brought ore 
from New Caledonia and refined it. 
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Senator Crements. Would you suggest today that we ought to 
continue that procedure ? 

Mr. McCoy. Which procedure, Mr. Chairman. Permitting nickel 
to flow in the world markets? 

Senator CLements. I mean flow into this country without any check 
on it by the Government at all. 

Mr. McCoy. We do not have import controls, as you know. Under 
the internaticnal materials control system we tried to allocate fairly 
the world supply of some of these scarce materials, but that has been 
discontinued. 

Senator Ciements. Has there been any suggestion of any way that 
there might be any information that might flow to the Department of 
Commerce on these products that are coming in from other parts of 
the world? 

Mr. McCoy. Speaking of nickel, we will certainly have information 
on that through our import statistics. To the extent that nickel is 
coming to the United States from any source, it would show up in our 
official statistics. 

Senator Ciements. How far behind are those statistics? 

Mr. McCoy. I guess they are a little bit behind at the moment. 
But I think we should be able to identify that properly. 

Senator Ctements. On something that took place in January 1954, 
when would those statistics reach you? 

Mr. McCoy. Normally about the first week of March, from the close 
of January. 

Senator Crements. What information do you have then in the 
Department of Commerce on what flowed in in December? 

Mr. McCoy. That should be available now. 

Senator Cements. What are those figures? 

Mr. McCoy. I don’t have them this morning. 

Senator Ctements. Could you supply them to us? 

Mr. McCoy. Yes, sir. 

Senator Ciements. Pardon me. You go right ahead. You may 
have something further that you wanted to add. 

Mr. McCoy. No, sir, I think I have finished our general statement. 

Mr. Apterman. Mr. McCoy, I take it you are familiar with the 
industrial requirements in this country, commercial and indamstrial 
requirements of this country, and I am thinking now in terms of the 
provision of the stockpile law, section 3 (a) (1), that the purchases 
of strategic and critical materials shall be made, so far as practicable, 
from the supply of materials in excess of current industrial demand. 


Do you feel that the material going into the stockpile is in excess of the 
current industrial demand, or do you feel that the industrial demand 
is larger than the present supplies of nickel ? 

Mr. McCoy. Well, we have stated that we could not meet the full 
industrial demand of this country with the stockpiling program that 
we now have, or, for that matter, rene even without a stockpiling 


program. You will recall that Dr. Flemming stated this morning that 
probably 85 percent of the amount of material going into the stock- 
pile was premium-priced nickel or had been otherwise assisted by the 
Government in production ; that we are drawing very little from what 
would have been the normal production of nickel for the stockpile. 
That provision in the law, I am quite well aware of. 
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I believe, and I am stating here only a personal opinion with respect 
to this, that the Government has found | that it is necessary, in the 
national security, to accumulate stockpile at the rate established and 
that, so far as practicable, it is not possible to acquire nickel, for exam-. 
ple, or some other strategic materials, that are in excess of industrial 
needs. 

Mr. ApLeRMAN. I am not quarreling with the stockpiling of it. I 
am just trying to find out whether or not it is in excess of the current 
industrial needs or not. I am in great sympathy with the idea of stock- 
piling, but what I want to find out is whether or not the current stock- 
piling rate is in excess of the industrial demand, or whether or not it 
is impinging on the industrial supply. 

Mr. McCoy. There is no question but what the stockpile and mili- 
tary needs currently are reducing the supply of nickel below what 
would be the full, unrestricted demand from industry. 

Mr. ApLERMAN. Wouldn’t that be contrary to the law, then? Would 
that not be contrary to the intent of the act 

Mr. McCoy. No, sir, I don’t believe so. I believe that the national 
security provisions there, and the phrase “so far as practicable,” are 
the ones governing the administration of this section. 

Senator Ciements. You would not want to administer that act 
without that in there, would you? 

Mr. McCoy. That would be a very sporadic Stockpile Act, if it was 
administered in those terms. 

Senator Ctements. I would like to read you 2 or 3 paragraphs from 
a letter that was written by the division manager of the Harshaw 
Co. It says: 


Our raw material suppliers have advised us the January reduction was caused 
by Government diversion of additional nickel to stockpile, and additional mili- 
tary requirements amounting in total to more than 1,500,000 pounds. We also 
understand that, beginning with either February or March, the Government's 
intended stockpile program will produce a further reduction in total supply for 
civilian purposes, bringing the supply to a level drastically below the reduced 
amount for January. Should such a further reduction be made, we necessarily 
will have to further reduce our allocation to you. 

Upon being advised of our reduced January supply, we immediately contacted 
the Office of Defense Mobilization and the Department of Commerce in Wash- 
ington, since these Government agencies have the responsibility for assessing 
and determining the relative needs of the national stockpile and the civilian 
economy. Discussions were held with Mr. Sinclair Weeks, Secretary of Com- 
merce, and Dr. Arthur S. Flemming, Director of the Office of Defense Mobiliza- 
tion, pointing out that any reduction of nickel to tbe electroplating industry 
would cause extreme hardship, further lowering of labor forces, uneconomical 
operation and lower quality products. While these agencies were sympathetic 
to the industry's needs, we are not able to give you any encouragement that the 
Government stockpile plans will be changed. 

Based on present information, it appears that availability of nickel for civilian 
electroplating in 1954 will probably be less than 1953 or perhaps even less than 
1952, when the industry was not permitted to nickelplate a number of items. 
Since you have indicated monthly needs far above December 1953 allocation, your 
future nickel supply problem will be a very serious one. 


Is there any basis for those people’s disturbance when we have in- 
formation here this morning that the 1954 supply for nonmilitary 
use will be equal to 1953? 

Mr. McCoy. Well, our estimates on monthly availability show, Mr. 
Chairman, that it does get smaller in April, May, June, and succeed- 
ing months. 
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Senator CLements. On the basis of the 12 months, though, do you 
think it will balance out to about what it was a year ago? 

Mr. McCoy. That is our estimate. 

Senator CLements. Mr. McCoy, a company that had rated orders 
under NPA, and now they are supplying exactly the same customers 
as they had at that time, what are they going to do? Those cus- 
tomers are not military customers, but they are exactly the same 
customers that they had. 

Mr. McCoy. Well, without military business, they, roughly speak- 
ing, should have about as much for their business as they had last 
year. 

Senator CLeMEnts. I say the same customers. 

Mr. McCoy. They will operate at about the same level on non- 
military business as they did last year, assuming that the distribution 
system works as it should and that they all get their fair share of the 
availability of nickel on the previous basis. 

Senator Crements. Even though they were manufacturing the 
same items but they were just not rated at this time? 

Mr. McCoy. Any person who has a rated order, of course, gets 
preference. His supplier of nickel or nickel products must take into 
account his rated order, and that comes first. Then after all rated 
orders are assessed by, say, the International Nickel Co., and that 
amount taken off first, then the company undertakes to distribute all 
the rest over all nonmilitary production on a fair and equitable basis. 

We have said or have indicated that the direct military use has 
come down some so that there would be a corresponding amount avail- 
able for nonmilitary that would offset the overall figure that you were 
given this morning, of the difference between total availability in 
1954 and 1953. 

Senator Cements. If this is a question that you should not answer, 
T will ask the reporter to withdraw it. Are you not stockpiling at a 
higher rate today on nickel than you have ever done, sir? 

Mr. McCoy. I think I can answer that and say I think it is prob- 
ably as high as it-has ever been, due primarily to the situation that 
Dr. Flemming mentioned, that it is special contract materials author- 
ized by the Government under purchase contracts or expansion con- 
tracts and, therefore, the Government is accumulating a stockpile from 
those sources which were heretofore not available to industry. 

Senator Cements. It is larger in the past 12 months than at any 
other time under the stockpile program ? 

Mr. McCoy. Yes, sir. I think that is a fair statement. 

Mr. ApterMAN. We have heard some testimony here to the effect 
that a small amount of nickel might be quite a large bottleneck in 

roduction, and may have a very serious effect on the economy of 
arge industries. We have been hearing a lot about worries about 
depression, and so forth. 

Don’t you think it might be wise in those cases to see to it that the 
industries which require a small amount of nickel, which may have a 
widespread effect, get that nickel? 

Mr. McCoy. It certainly was one of our considerations in the allo- 
cation of nickel, that where small quantities would serve to support 
very large employment, and where the withdrawal of even a token 
amount might have serious effects, we took that into account, of course; 
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and I assume that the International Nickel Co. in its distribution will 
do the same. 

Mr. ApterMAN. Do you know whether they allocate their nickel 
on a traditional-use basis‘ In other words, if a company has been 
using so much nickel traditionally in commercial use, they allocated 
that same amount of nickel or in proportion ? 

Mr. McCoy. I will ask Mr. Floyd. 

Mr. Froyp. I think they follow generally the pattern used by Na- 
tional Production Authority. 

Mr. ApterMaNn. What is that pattern? Does that follow a tradi- 
tional-use basis? In other words, if company A was getting 10 tons 
a year, the following year they will give them the same proportion? 

Mr. Fioyp. It was on a base period plus other factors. 

Mr. ApLERMAN. If a company came in that had not used nickel 
before and asked for nickel now, would they get the amount that they 
need ¢ 

Mr. Froyp. Any new business would have to be provided for in- 
sofar as practicable from the quantity that was available after the 
military requirement was satisfied. 

Mr. ApLERMAN. Suppose you take a company that in 1950, 1951, and 
1952, had defense contracts, and they were utilizing, say, 100 tons a 
month purely on defense contracts, and had no civilian contracts. 
Now they want nickel for their civilian requirements. Will they be 
able to get any? 

Mr. Fioyp. I am sure they would be able to get a proportion. 

Mr. ADLERMAN. Is there any system of allocation by International 
Nickel on a traditional-use basis? 

Mr. Fioyp. Yes, sir, on a base period plus other factors. 

Mr. AtperRMAN. In other words, if a company has used 10 tons in 
1950, in 1954 they would get 10 tons? 

Mr. Fioyp. No, they would get an amount, which depends on the 
overall supply, after the defense program is taken off, that is. 

Mr. ADLERMAN. That would tend to favor the companies that are 
old, established companies that had been using nickel for a longer 
time? 

Mr. Fioyp, A new company would have to come in and they would 
have to be provided for out of the pool that was left after the defense 
program was taken out. I don’t think they have any particular 
pattern. 

Mr. Apterman. Is it the function of your administration to repre- 
sent the commercial companies before the ODM, and so forth? 

Mr. McCoy. We are a claimant before the Office of Defense Mobil- 
ization for the requirements of the industrial economy with respect to 
any control or Government program affecting the supply of materials 
to civilian use. 

Mr. ApterMaAn. Have you made any requests from ODM for an 
increase in civilian use? 

Mr. McCoy. For nickel ? 

Mr. Apierman. Yes. 

Mr. McCoy. No, sir; we have no request pending although we are 
in constant consultation with the Office of Defense Mobilization con- 
cerning the needs of our civilian economy. 
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Senator Ciements. Do you participate in any of these studies that 
we heard mentioned by Dr. Flemming this morning ? 

Mr. McCoy. I don’t recall that. 

Senator Cuements. He made a statement this morning that they 
were restudying the situation to determine what the allocation should 
be in the future, what the supplies would be. 

Mr. McCoy. I think that 1s a review of the stockpile goals. Yes, 
sir; we are participating in that. 

Senator Coane. Civilian supply will depend on what that deci- 
sion is? 

Mr. McCoy. In the case of nickel; yes. 

Senator Crements. And Commerce is participating in those re- 
views? 

Mr. McCoy. Definitely; yes, sir. 

Senator Crements. Mr. McCoy, what is included in rated orders? 

Mr. McCoy. All orders from military contractors and their sub- 
contractors, and those who supply a part or a component that goes 
directly into a military item, we call them rated from A through E, 
which is the Department of Defense procurement and Atomic Energy 
procurement. 

Senator Ciements. Is there any difference in the handling of rated 
orders now and under NPA ? 

Mr. McCoy. There is a difference. 

Senator Crements. Do you have a different criterion? 

Mr. McCoy. There is a difference, but today, under the defense- 
materials system, which is the military-preference system adminis- 
tered by our Department, it contains only a preference system for the 
military and the atomic energy programs. They get preference over 


all other private contracts, when they are rated, with suppliers of 


materials or components. 

Senator Ciemenrs. Is it not a fact that some firms that had a rated 
position under NPA now make the same items, furnish the same 
customers with the same items, that are not now given rated orders?! 

Mr. McCoy. Yes, sir; that is quite true. Some of the things are not 
rated any more. It is only direct military that are rated today. At 
one time we had machine tools that were rated, both military and non- 
military. But today, the only rated products are those that are for 
direct military-atomic energy use. 

Senator Ciements. And food and other supplies at one time were 
in the rated class; were they not? 

Mr. McCoy. Only when there is a direct military purchase. 

Senator Crements. Does anybody with you, Mr. McCoy, wish to 
add any statement for the record? 

Mr. McCoy. No, sir; I believe not. 

_ Senator Crements. Thank you very much, Mr. McCoy, for appear- 
ing. 
That will end the public hearings of the subcommittee this morning. 
There will be an executive session, for which I will ask Mr. Walsh 
and those associated with him to remain. 

I thank all of you gentlemen for your time and the information 
which you provided for the committee this morning. 

(By direction of the chairman, the following is made a part of the 
record :) 
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DEPARTMENT OF COMMERCE, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
Washington 25, February 19, 1954. 
Hon. Grorece W. MALONE, 
United States Senate, Washington 25, D. C. 

Dearz SENATOR MALONE: This is in reply to the question raised in the course 
of my testimony before your committee on Tuesday, February 16. Senator 
Clements requested information concerning importation into the United States 
of foreign nickel at premium prices. The official reports of the Census Bureau 
for the calendar year 1953 indicate that there was imported into this country 
the following quantities of premium-price nickel: 


France: 505,708 pounds, average price, $1.26. 
Japan: 917,227 pounds, average price, $1.96. 


If I can be of any further assistance please do not hesitate to call on me. 
Sincerely, 
H. B. McCoy, Deputy Administrator. 


NATIONAL TILE & MANUFACTURING Co., 
Anderson, Ind., February 24, 1954. 
Hon. GEorRGE W. MALONE, 
United States Senator, P 
Senate Office Building, Washington, D. C. 


Dear SENATOR: Thanks for your letter of the 17th in which you advised you 
have nearly finished the hearings your committee has been holding on the 
subject of tariffs. 

I doubt very much if there is anything I could put in writing that you have 
not already very well covered and it is probable that my testimony before 
the committee would have been only repetitious of the facts presented by many 
others. I might have gotten in a few words slightly off the subject, such as 
registering my belief that low tariffs and opposition to the Bricker amend- 
ment are lengthy steps in the program underway during the last 20 years to 
terminate the independence of the United States and the freedom and prosperity 
of its people. 

My opinion is that the many controversial subjects in the Government during 
the past 20 years that have been confused and denounced by Communists and 
New Dealers have served mainly to divert our attention from the main point 
which is, How long will the United States remain an independent Nation? 
We cannot start a war, win a war, or end a war without instructions from 
the United Nations. At the last election we thought we were voting to end 
the operation of our country by the British Empire and to thoroughly abolish 
the Acheson-Dulles State Department, the giveaway program and the privilege 
of keeping some of our tax money to promote prosperity here in our own country. 

Low tariffs are already hurting American industry and the American worker 
and many people are saying that if Eisenhower will adopt a real Republican 
program our country will have a period of prosperity extending for many years 
into the future. We cannot subsidize the world and expect to have money here 
to buy their products even though the price is ridiculously low. 

Sincerely, 
R. H. ALEXANDER, Chairman. 


STATEMENT BY JOSEPH L. GARDNER REPRESENTING THE HUBLEY MANUFACTURING 
Co., LANCASTER, Pa. 


My name is Joseph L. Gardner. I am associated with the Hubley Manu- 
facturing Co., Lancaster, Pa., manufacturers of toys and zinc alloy die castings. 
We are a long established firm and except for the periods during World War II 
and the Korean conflict have always operated a large nickel plating installation 
for our products. 

I do not feel at all qualified to criticize governmental policy on stockpiling, 
but unless the safety and welfare of the Nation would be endangered by failure 
to accumulate sufficient nickel for emergencies at an increased rate over the rate 
originally intended at the time of revocation of order M-80, we believe civilian 
users of the metal should receive the most favorable consideration possible. 
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Our problem is one of returning to nickel plating our products after having 
discontinued this in accordance with schedule 1 of M-80 issued August 15, 1951. 

This problem of being unable to resume is occasioned by the quantity of nickel 
anodes needed to put back in operation our automatic plating equipment and is 
further complicated by the fact that a number of smaller firms in our industry 
whose requirements to resume plating are small, are delivering nickel plated 
items, causing some loss of business as well as embarrassment to our firm through 
the inability of distributors and dealers to understand why small consumers Can 
get nickel for their operations sooner than large ones. 

We feel that we nickel users, the plating of whose products were banned by 
order M-80, are at a distinct disadvantage with regard to those civilian users 
who were permitted to continue operations during the period order M-80 was 
in effect and thus were enabled to maintain the operating efficiency of their 
equipment, whereas we are now forced to start from scratch. 

Toward restoring our nickel plating equipment to operational status, we have 
been able in the months of November and December to obtain each month 17 
percent of the anodes necessary. In January this amount was reduced to 15 
percent. To date we have been able to secure 49 percent of the anodes necessary 
to restore our plating equipment to operational status. 

We have now been advised that due to the increased stockpiling requirements, 
our allotment for February will be reduced about 12 percent and will possibly 
continue on that basis for subsequent months. 

This would mean that due to increased stockpiling, it would take us another 
4 to 5 months until we could resume nickel plating operations and if we should 
resume at that time, we could not get sufficient anodes to keep going, based on 
the amount available to us under the reduced allocation. 


JoHN V. Boors, 
OVERSEAS MANUFACTURERS REPRESENTATIVES, 
New York, N. Y., February 13, 1954. 
Re New Caledonia nickel, refined in Japan. 


To the CHAIRMAN of SENATE INTERIOR AND INSULAR AFFAIRS SUBCOMMITTEE, 
Washington, D. C. 


Dear Str: With reference to a hearing you conducted on the subject of nickel 
as reported by the press on February 16, 1954, we take pleasure in attaching 
copy of a recent circular we issued regarding primary nickel cathodes from New 
Caledonia ore which were refined in Japan. The current price of these nickel 
cathodes is $1.35 a pound, c. i. f., United States main ports. 

During the past year we have sold many hundreds of tons of these nickel 
eathodes to American consumers who were badly in need of this material. On 
these sales, we made a negligible small commission, the proceeds of sales going 
entirely to Japan under bankers’ letters of credit in full payment of the nickel 
shipped from Japan to American ports. 

The high sales price of nickel from Japan is due to the high cost of refining 
in Japan. The New Caledonia ores only contain a very small percentage of 
nickel and therefore a full load of ore must be shipped from New Caledonia to 
Japan in order to obtain a sizable tonnage of nickel. The above-mentioned 
current price of $1.35 a pound, c. i. f., United States ports, is according to our 
Japanese source only possible if this nickel is supplied under barter agreements 
and if the Japanese Government assists the producer and exporter with an 
inducement program to make the exportation of the nickel from Japan possible 
so the valuable payment in United States dollars can be obtained. Last year the 
cost of producing nickel cathodes in Japan was as high as $2 a pound and more. 

If United States buyers are not willing to pay Japan’s asking price, the nickel 
stays in Japan or is exported to countries who are willing to pay the price, 
although such exports are strictly limited to friendly destinations as an end-use 
certificate must be supplied for each sale before becoming final, as well as 
a declaration of destination. 

If United States buyers are willing to pay Japan’s price, the nickel cathodes 
may enter this country just as any other commodities may be imported. The 
import duty on nickel cathodes is 144 cents a pound. Japan could also produce 
nickel anodes, but the high import duty on imported anodes makes the anode 
prices from Japan prohibitive and therefore no anodes can be imported from 
Japan at the present time. 

Yours very truly, 


JouHN V. Boots. 





-_ 
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JoHN V. Boors, 
OVERSEAS MANUFACTURERS REPRESENTATIVES, 
New York, N. Y., January 28, 1954. 


IMPORTANT MEMORANDUM 


To Directors and Purchasing Agents of Firms in Need of Nickel: 

In view of the daily decrease in the availability of nickel in the domestic mar- 
ket, we wish to bring the following to the attention of our old customers and 
prospective users: 

As exclusive sales agents of Japanese nickel cathodes we brought in many 
hundreds of tons of Japanese nickel when the supply was short last year. 

We are again negotiating with our AAA-~1 principals in Japan for a large 
quantity of nickel which is to be supplied to the United States of America under 
a barter agreement. We are in a position to supply all American users with 
their normal requirements above what they can obtain in the domestic market, 
provided such users participate in the barter deal which we are now concluding 
with Japan. 

If you expect to require any nickel in the near future or later this year and 
you wish to cover your requirements in advance, we suggest that you telephone 
us immediately upon receipt of this memorandum. We regret that we do not 
have the time to address a personal letter to all users of nickel, unless they 
express their immediate interest in obtaining nickel from abroad. 

Specifications: Primary electrolytic nickel, guaranteed A. S. T. M., minimum 
99.7 percent, in cathode sheet sizes, about 29 by 28 inches and/or 29 by 14 inches, 
thickness about 144 to \% inches, which upon request may be cut in Japan into 
strips about 28 by 5 inches or squares about 314 by 314 inches which may be 
used as such or can be cast in the United States of America into anodes at a 
cost of about 20 cents per pound. 

Price: Current negotiations with Japan are based on a price of about $1.50 a 
pound, c. i. f., United States ports for a quantity of 10,000 pounds. Please tele- 
phone if you are interested in larger quantities as we will be able to obtain a 
reduction. 

Delivery: From Japan starting February 1954. 

Small requirements: If you are a small user, we may be able to arrange to 
combine your order with those of other small users. We are also in a position 
to supply you with limited quantities of primary and secondary nickel anodes. 
Please state your requirements. 

We suggest that you contact us immediately for any further information. We 
are ready to assist you in covering your requirements. 

Yours very truly, 
Joun V. Boors. 


(Whereupon, at 1:22 p. m., the subcommittee recessed, to go into 
executive session. ) 








STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


WEDNESDAY, FEBRUARY 24, 1954 


Untrep Srates SENATE, 
SpeciaL SurcoMMITree ON MINERALS, 
MATERIALS, AND F' uEts ECONOMICS OF THE 
CoMMITTFE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 
The subcommittee met at 2 p. m., pursuant to call, in room F-41, the 
Capitol, Washington, D. C., Senator George W. Malone (chairman of 
the subcommittee) presiding. 
Present: Senators George W. Malone, Nevada, and Earle C. 
Clements, Kentucky. 
Present also: Jerome S. Adlerman, counsel to the subcommittee 
and George B. Holderer, subcommittee engineer. 
Senator Matonr. The subcommittee will be in order. 


STATEMENT OF HON. C. W. BISHOP, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Representative Bisnor. I am Congressman C. W. Bishop, 25th 
District of Illinois. I appear before your committee on behalf of one 
of the industries of the 25th Congressional District of Illinois which 
has to do with the national defense as well as the peacetime program, 
namely the fluorspar industry. 

Among other chins, fluorspar is used in the manufacture of both 
steel and aluminum. At the present time I have more than 50 per- 
cent of my fluorspar miners out of employment as a result of the flow 
of Mexican ore into the United States. We have in this country a 
situation which means that local producers cannot compete with the 
Mexicans which are operating with a very low rate. Legislation 
must be brought about to correct this situation. 

The statement which I am filing with the committee by Mr. Berk- 
ley Jones, secretary and a director of the Minerva Oil Co., will ex- 
plain in detail the situation, and how it can be corrected. 

Mr. Chairman, in this we have a full description of the uses, domes- 
tic production, exports and consumption, available fluorspar, tariff 
status, and what we think is the cure for the unemployment, and to 
save the life of this industry. 

I was told a few minutes ago over long distance by Mr. Fraser, rep- 
resenting the fluorspar industry in western Kentucky, and he re- 
quested me to say—and I use names, Mr. Chairman—that he felt defi- 
nitely that Senator Cooper, Senator Clements, and Congressman 
Gregory and Congressman Golden, who represent areas as I do, that 
they would be much interested in saving this industry. 
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This is all summarized here. This is in conclusion what these boys 
tell me. I do not have to be told about the unemployment, because 
I visited those communities, and it is terrific. 

Senator Matone. It is what you call a depressed area. 

Representative BisHor. Yes, we are called the fourth class de- 
pressed area. 

Senator Matone. We depress ourselves. 


NEED FOR ELIMINATION OF INEQUALITY IN TARIFF 


Representative Bisnor. By our own actions, there is no question 
about it, Senator. If the domestic fluorspar producers, largely cen- 
tered in Hardin County, Ill., and in the counties just across the river 
in Kentucky and in a few of the Western States are going to con- 
tinue to operate, provide work for their employees, maintain and 
expand their reserves, and contribute to the industrial activity in the 
communities in which they are located, this inequality in the tariff 
law must be eliminated by making all fluorspar, regardless of grade, 
subject to the duty of $8.40 per long ton. No increase in tariff is re- 
quested, but only the elimination of this inequality. 

Mr. Chairman, thousands of those miners are eager to work and 
under our standard of living, if permitted to work, they will maintain 
the economic condition of this part of the country. At the present 
time we have more unemployment than any other part of the country 
due to these shipments, as I have stated to you, and in that same 
area we have some of the largest bituminous coal mines in the world. 
That industry too, is in a critical condition. 

So this specific message on this fluospar industry is highly im- 
portant, not only to the local conditions, but to the national defense. 

I want to say this to you. I was told through inquiry that we had 
to protect the Mexican industry in case of an emergency. But as a 
representative of, I think, the Binest people in the world, and in the 
greatest country of the world, let us protect those people first, and 
then if we have to make agreements, well and good. But when you 
go ahead and deal these people out through no fault of their own, 
yecause they have produced, and they can produce as well in peace- 
time as they can in wartime, and are eager to do so, you are doing an 
injustice. 

I will be glad to file the statistics with you, because I think they 
have answers to your many, many questions. 

Senator Martone. The statement will be accepted and appear at 
this point as part of your testimony, Congressman Bishop. 

(The statement is as follows:) 

My name is Berkley Jones. I am the secretary and a director of the Minerva 
Oil Co. and am also appearing for the Victory Fluorspar Mining Co., the Goose 
Creek Fluorspar Mining Co., Austin & Partain Mining Contractors, Mackay- 
Humm Fluospar Mining Co., Rose Creek Fluospar Mining Co., and the K. M. D. 
Mining Co. All of these companies are in the business of mining and milling 
ores containing fluorspar in Hardin County, Ill. Fifty-nine percent of the fluor- 
spar produced in the United States comes from Hardin County and the fluorspar 
industry is the only source of employment and income to ‘the people of this 
county with the exception of small hillside farms. I would like to explain what 


fluorspar is and how it is used. 
DESCRIPTION 


Fluorspar is the nonmetallic crystalline mineral fluorite and is the principal 
commercial source of the chemical compound calcium fluoride. Although the 
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term usually applies to market grades of fluorspar that are obtained after 
beneficiation process, it is also used in the trade to designate the ore from which 
the mineral is obtained. Commercial fluorspar is graded principally according 
to its content of calcium fluoride; the acid grade ordinarily contains at least 
98 percent, the ceramic grade from 95 to 98 percent, and the metallurigical 
grade less than 95 percent—usually considerably less. 


USES 


The steel industry, using the metallurgical grade, is the largest user of 
fluorspar and ordinarily consumes more than one-half of the fluorspar con- 
sumed in this country. The fluorspar is added to the steel as it tis being made 
to act as a flux. 

The chemical and aluminum industries, using the acid grade, are the second 
largest users of fluorspar. The aluminum companies use the fluorspar in making 
artificial cryolite and aluminum fluoride, both of which are necessary in the 
manufacture of aluminum. The chemical companies use the fluorspar to make 
hydrofluoric acid which is used in the production of aviation gasoline, in the 
production of the nontoxic refrigerating medium Freon, and in the manufacture 
of carbon fluoride which is used to separate uranium 235 from uranium metals. 

Ceramic fluorspar is used in the manufacture of opal, opaque, and colored 
glass and in vitreous enamels for coating metalware and metal and ceramic tiles. 


DOMESTIC PRODUCTION 


Fluorspar is produced in the United States by over 100 active mines, but about 
mines account for about 42 percent of domestic production. These larger pro- 
ducers operaae mechanical flotation mills at or near their mines to prepare the 
fluorspar for market. The principal fluorspar deposits in the United States 
are along the Ohio River in southern Illinois and western Kentucky and this 
area accounts for about 79 percent (Lllinois, 59 percent ; Kentucky, 20 percent) of 
domestic production. Next in importance in order of rank are New Mexico, 
Colorado, Utah, Nevada, and Montana, but fluorspar is also produced in small 
quantities in a number of other States. The total value of the fluorspar sold by 
domestic producers in 1952 was about $14 million. 


IMPORTS AND CONSUMPTION 


The increase in imports of fluorspar is tremendous and far outstrips the 
rise in consumption. Although consumption now shows indications of leveling 
off the quantity of fluorspar coming into this country in 1952 was 100 percent 
larger than the imports of 1951, the previous high year. Over half of this great 
avalanche of imports is coming from Mexico where the production facilities 
are still being increased and, as the United States is the only market for Mexi- 
can fluorspar, even larger amounts will come in in future years. This flood of 
imports from Mexico is made possible by an inequality in the tariff law whereby 
the highest grade (and therefore highest value) fluorspar comes in under a duty 
which is 75 percent less than the duty on the lower quality fluorspar. Other 
countries exporting to the United States in order of quantity are Germany, ‘Spain, 
Italy and Newfoundland. 

Available fluorspar, made up of shipments from domestic mines plus imports, 
far exceeds consumption as shown by an increase in stocks of 96,000 tons in 
1952. At present, industry stocks plus the Government stock pile exceeds 
an entire year’s consumption. 

Here are some figures showing the comparative increase of imports to domes- 
tic shipments and to consumption. There is attached to this statement a chart 
which graphically shows shipments form domestic mines, imports and industry 
stocks. 


| 
Imports to Changes as compared to the 
—— previous period 
m ‘ 


domestic 
mines 
Percent 
15 


28 
108 
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TARIFF STATUS 


Present United States tariff rates and import statistics on fluorspar cut across 
the lines of the commercial grades as set forth under “Description.” For tariff 
purposes there are only two classifications: Fluorspar containing more than 97 
percent calcium fluoride (which inctudes all of the acid grade and some of the 
ceramic grade), and that containing not more than 97 percent of calcium fluoride. 

I quote at length from the United States Tariff Commission’s Industrial Mate- 
rials Series Report No. M—5—Fluorspar: “The Tariff Act of 1922 provided for 
a duty of $5.60 per long ton on all grades of fluorspar. At the time this legis- 
lation was under consideration domestic production consisted almost entirely of 
metallurgical fluorspar which is used in steelmaking. In 1928, after an in- 
vestigation by the United States Tariff Commission under section 315 of the 
Tariff Act of 1922 (the so-called flexible tariff provision), the duty on metal- 
lurgical fluorspar was increased by Presidential proclamation to $8.40 per long 
ton, the duty on the other grades remaining at $5.60 per long ton. The Tariff 
Commission’s finding and the Presidential proclamation defined metallurgical 
fluorspar, subject to the increased duty, as material containing not more than 
93 percent of calcium fluoride. Subsequently, however, foreign producers sent 
to the United States large quantities of fluorspar for metallurgical use with a 
calcium fluoride content that was slightly over 98 percent, and these imports 
were permitted entry at the lower rate of duty. 

In the Tariff Act of 1930 the Congress applied the rate of $8.40 per long ton to 
all fluorspar containing not more than 97 percent of calcium fluoride, the duty 
remaining at $5.60 per long ton on material with higher calcium fluoride content. 
Although the unit value of fluorspar containing more than 97 percent of calcium 
fluoride was considerably greater than the unit values for all other grades, the 
lower duty was made applicable to the higher valued material on the basis that 
imports of the lower grade of fluorspar were at that time in more direct com- 
petition with the fluorspar of this same grade produced by the domestic industry. 
Since then, however, improved methods of beneficiation made possible a very 
large domestic production of fluorspar containing more than 97 percent of 
calcium fluoride. 

The statutory duties on fluorspar have been reduced as a result of trade- 
agreement action. Effective January 1, 1939, the rate of duty on fluorspar con- 
taining more than 97 percent of calcium fluoride was reduced to $4.20 per long 
ton under the trade agreement with the United Kingdom, and the reduced rate 
was bound in the trade agreement with Mexico, effective January 30, 1943. Owing 
to termination of the trade agreement with Mexico, effective December 31, 1950, 
the rate in effect from January 1 to June 5, 1951, inclusive, was $5.60 per long 
ton. On June 6, 1951, the rate on the same quality of fluorspar was reduced to 
$2.10 per long ton, the present rate, pursuant to the General Agreement on 
Tariffs and Trade (Torquay). 

In 1948, pursuant to the trade agreement with Mexico, the rate on fluorspar 
containing not more than 97 percent of calcium fluoride was reduced to $6.30 per 
long ton. On January 1, 1951, this rate was increased to the statutory rate of 
$8.40 per long ton, following termination of the trade agreement with Mexico; 
this rate continues to be the effective rate on fluorspar containing not more than 
97 percent of calcium fluoride. 

As shown above, the present rates now in effect are— 

Containing over 97 percent CaF.: $2.10 per long ton 
Containing less than 97 percent CaF;: $8.40 per long ton 


SUMMARY 


Certain facts stand out: 

1. Consumption, which in the past has shown a substantial increase, is now 
leveling off. 

2. Imports are increasing at an ever faster rate and when combined with ship- 
ments from domestic mines, far exceed consumption. 

8. A tremendous amount of fluorspar, after being imported from Mexico under 
the $2,10 per long ton rate, is being blended and downgraded and in this way 
avoiding the rate of $8.40 per long ton. 

4. Of the thousands of items subject to the tariff law, fluorspar is probably 
the only one where the highest value is subject to the lowest rate. 
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CONCLUSION 


If the domestic fluorspar producers, largely centered in Hardin County, IIL, 
and the counties just across the river in Kentucky and in a few of the Western 
States, are going to continue to operate, provide work for their employees, main- 
tain and expand their reserves, and contribute to the industrial activity in the 
communities in which they are located, this inequality in the tariff law must 
be eliminated by making all fluorspar, regardless of grade, subject to the duty 
of $8.40 per long ton. No increase in tariffs is requested but only the elimination 
of this inequality. 
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Senator Matone. You mentioned an existing duty or tariff of $8.40 
a ton. 

Representative BisHor. Yes, sir. 

Senator Martone. Do you have a description of that duty and the 
basis on which it is levied ? 

Representative Bisuor. Yes, sir. I quoted from the United States 
Tariff Commission Industrial Material Series Report No. M-5, Fluor- 
spar. The Tariff Act of 1922 provided for a duty of $5.60 per long ton 
on all grades of fluorspar. At the time this legislation was under 
consideration domestic production consisted almost entirely of metal- 
lurgical fluorspar, which is used in steelmaking. 

In 1928, after an investigation by the United States Tariff Commis- 
sion under section 315 of the Tariff Act of 1922, the so-called flexible 
tariff provision, the duty on metallurgical fluorspar, was increased by 
Presidential proclamation to $8.40 per long ton. 

Senator Matonr. That was upon the recommendation of the Tariff 
Commission ¢ 

Representative Bisnor. That is right. The duty on the other grades 
remaining was $5.60 per long ton. The Tariff Commission findings 
that the President’s proclamation defined metallurgical fluorspar sub- 
ject to the increased duty as material containing not more than 93 
percent of the calcium fluoride. 

Subsequently, however, foreign producers sent to the United States 
quantities of fluorspar for metallurgical use with a calcium fluoride 
content that was slightly over 93 percent, and these imports were per- 
mitted entrv at the lower rate of duty. 

Senator Matonr. $5.60 per ton. 

Representative Brsnopr. That is right. 

Senator Matone. I take it $5.60 is not sufficient protection to make 
up that differential between the wage standard of living here and 
abroad, and the taxes and other factors? 

Representative Bisnor. This is what the statement shows. In the 
Tariff Act of 1930, 8 years later, Congress applied the rate of $8.40 per 
long ton to all fluorspar containing not more than 97 percent calcium 
fluoride, the duty remaining at $5.60 per long ton on material with 
higher calcium fluoride content. Although the unit value of the fluor- 
spar containing more than 97 percent of calcium fluoride was consider- 
ably greater than the unit values for all other grades, the lower duty 
was made applicable to the higher valued material as the basis that 
imports of the lower grade material of fluorspar were at that time in 
more direct competition with the fluorspar of the same grade produced 
by the domestic industry. 

Since then, however, improved methods of beneficiation have made 
possible very large domestic production of fluorspar containing more 
than 97 percent of calcium fluoride. 

Senator Matone. The foreign importers have simply upgraded 
their product so they come up under the lower tariff of $5.60 per ton 
instead of the tariff of $8.40. 

Representative BrsHor. That is exactly right and that is why we ask 
the raise of it to $8.40 regardless of the grade. 

Senator Matone. By whose order and by what authority does it 
take the lower tariff, that is, the law on the 97 percent was set down in 
the 1930 Tariff Act? 
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Representative Bisor. It says here in 1934, Mr. Chairman, pur- 
suant to the trade agreement with Mexico—— 

Senator Martone. Now we come to the crux of the matter. 

Representative Bisnor. The rate on fluorspar containing not more 
than 97 percent of the calcium fluoride was reduced to $6.30 per long 
ton. Now, on January 1, 1951, this rate was increased to the statutory 
rate of $8.40 per long ton. Following termination of the trade agree- 
ment with Mexico this rate continues to be the effective rate of fluorspar 
containing not more than 97 percent of the calcium fluoride. 

Senator Matonr. There is no trade agreement in effect at this 
time? 

Representative Bisnor. That is right. 

Dr. Counter. The trade agreement concessions are still in effect, 
even though the Mexico and United States trade agreement was can- 
celed by mutual agreement. 

Senator Martone. Do you mean, Dr. Coulter, that the most-favored- 
nation clause made them effective with other nations and that did not 
affect the most-favored-nation clause? 

Dr. Courter. That is true. 

Senator Martone. That was still in effect with everyone under the 
most-favored-nation clause except the nation with which it was orig- 
inally made, is that true? 

Representative Brspor. Let me intercede here. I think this is one 
of them that was not included. I am told that. Is that correct? 

Dr. Coutrer. I think this is the latest report of every concession 
rate including those still in effect, even though Mexico and the United 
States canceled their bilateral agreement. According to this state- 
ment, it has further been reduced in trade agreement under the general 
agreement, GATT 

Senator Matone. You referred a while ago to the General Agree- 
ment on Tariffs and Trade, and under that agreement what is the 
tariff at this time? 

Dr. Coutrer. According to this report, which is dated July 1, 1953, 
just a few months ago, the rate on fluorspar, which is paragraph 207 
of the Tariff Act of 1930, had been reduced otherwise to $2.10. 

Representative Bisuor. That is what I have. I started to read 
that. Here is what he says. The tremendous amount of fluorspar 
after being imported from Mexico under the $2.10 per long ton 

Senator Martone. Is that under a state agreement? 

Representative BisHor. He goes on and says it is being blended 
and downgraded, and in this way avoiding the rate of $8.40 per ton. 
They are doing that in their own way. 

Dr. Courter. The important thing I think we ought to get from the 
Congressman—and I do not represent any fluorspar, and would not 
know fluorspar if I saw it coming in the door—I would like to know 
for the record and for the Senator why is it that the fluorspar peo- 
ple who petitioned the Tariff Commission for review of this point on 
October 20 in oe No. 30, after conference with the Tariff 
Commission, withdrew their request. The escape clause relief request 
was withdrawn according to the official report I have. They applied 
for this to be reviewed in application No. 30, that is, escape clause No. 
30, and yet on November 23 last past, the escape clause request was 
withdrawn from there through negotiation. 
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Representative BisHor. Technically I cannot answer. 

Dr. Coutrer. I know nothing about it. I have the record here and 
I know what is going on, but I have no connection with it. 

Senator Matone. Let me ask you a question to clarify the record. 
What is necessary? Would action by the Tariff Commission through 
the State Department or through the President under the 1934 Trade 
Agreements Act, which is in effect until June 12, is action in that 
manner necessary or a special act of Congress necessary to change this 
grade that comes under the $8.40 tariff ? 

Representative Bishop. The cure, as I stated a minute ago, is to 
make the entire industry pay $8.40 per long ton. 

Senator Matone. How would you do that? 


METHOD OF ELIMINATING INEQUALITIES IN TARIFF ON FLUORSPAR 


Representative Bisnor. By legislation, I imagine. 

Dr. Coutrer. Why not through the Tariff Commission ? 

Representative BisHor. The same people made it before. Why 
could they not make it? 

Dr. Coutrer. The tariff function is to have hearings. I have a 
copy of the law under which they do it, and the provision of the 
GATT under which they do it. It should not have to go to Congress 
for action. 

Senator Matone. It should either go to Congress as a special act, 
or else it would have to be done through the Tariff Commission’s 
recommendation to the President of the United States. 

Representative Bisnor. Could the recommendation come from your 
committee or the President ¢ 

Senator Matone. It would have to go from the Tariff Commission 
to the President of the United States under the escape clause. 

Dr. Counter. And if the Tariff Commission found that the $8.40 
rate or the $5.60 rate were proper, instead of the $2.10 rate and found 
that and submitted it to the President, then the President could deny 
it and he under the law would have to report that fact to the Congress. 

Senator Matong. That is what I would say, Mr. Bishop. Your 
relief would have to come in one of two ways. An application to the 
Tariff Commission through the escape clause or a special act of Con- 
gress. However, since 1934 relief has been granted only 3 or 4 times 
through the escapeclause. Is that true? 

Dr. Coutrer. Yes. 

Representative Bisnor. It seems to me this information that I have, 
Mr. Chairman, in 1951 says that January 1, 1951, the rate was in- 
creased to the statutory rate of $8.40 per long ton following the 
termination of the trade agreement with Mexico, and the rate con- 
tinues to be effective on fluorspar containing not more than 97 percent 
of calcium fluoride. But certain facts stand out: 

1. Consumption, which in the past has shown a substantial increase, 
is now leveling off. 

2. Imports are increasing at an ever faster rate and when combined 
with shipments from domestic mines, far exceed consumption. 

3. A tremendous amount of fluorspar after being imported from 
Mexico under the $2.10 per long ton, is being blended and down- 
graded and in this way avoiding the rate of $8.40 per long ton. 
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4. Of the thousands of items subject to the tariff law, fluorspar is 
probably the only one where the highest value is subject to the 
lowest rate. 

Senator Manone. I am certain your relief could come from one of 
two sources. First, an application to the Tariff Commission for relief 
under the escape clause. If, after study, it was found to be justified, 
they could recommend to the President, who then could deny or 
recommend it, based, of course, upon a decision from the State Depart- 
ment, Where the work is done. Or. second, a special act of Congress. 

If that is true, that is about all the information you can get from 
here. But this committee is engaged in a very thorough study of 
the entire situation, as indicated by the evidence you have heard from 
Dr. Coulter today. We have been working about 15 hours a day on 
this since Congress adjourned and hope to have a tentative report 
ready by the middle of next month. 


EFFECT OF 1934 TRADE AGREEMENTS ACT 


Now, I want to ask you this. You have studied, I know, the 1934 
Trade Agreements Act and its effect. That act transferred the con- 
stitutional responsibility of Congress to regulate foreign trade and to 
set the duties, imposts, and excise fees that we call tariffs and import 
fees, namely, article I, section 8, of the Constitution, to the Executive. 
It expires on June 12, and if it is allowed to expire, the constitutional 
responsibility of the Congress reverts to the Tarif Commission, an 


agent of Congress. The Tariff Commission then could hold hearings 
on fluorspar and determine the difference in cost between the pro- 


duction in this country and in the chief competing nation, and make 
recommendations to the President. 

The only thing to prevent it would be an existing trade agreement, 
which would be in full force and effect even after June 12, unless the 
President of the United States serves 6 months’ notice on the country 
with which the agreement was made for cancellation. Is that a 
correct statement, Dr. Coulter? 

Dr. Coutrer. Yes; but remember that Mexico and the United States 
have canceled their trade agreement. Therefore we are operating 
under this provisional agreement with GATT, which means with all 
the other countries. 

Senator Matone. Which, I assume, could be canceled by the 
President, could it not? 

Dr. Coutrer. It is called a provisional agreement because the Con- 
gress put into the last act a caveat certifying to the United Nations 
that GATT has no legal status in the United States. 

Senator Matongr. Thank you, Dr. Coulter, that further clarifies it. 
But as a matter of fact, it is simply an executive agreement, is it 
not, at the present time ? 

Dr. Courter. Yes, sir. 

Senator Matone. And that is what you are fighting about in the 
Bricker amendment today. 

Representative Bisnor. That is right. 

Seantor Maronr. Dr. Coulter, your remedy would be an applica- 
tion under the 1934 Trade Agreements Act to the Tariff Commission 
which could then hold hearings and determine whether they thought 
it was justified. Then they could recommend to the President the 
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relief that they believe you should have, and he could then deny it 
or grant it. Or wait until the 1934 Trade Agreements Act expires on 
June 12, and then the entire responsibility of fixing tariffs and import 
fees and regulating foreign commerce would revert to the Tariff ro 
mission. 

Representative BisHor. As you know, Mr. Chairman, that is my 
reason for being here, to secure the protection, because it is a matter 
of life and death, When these fellows tell me directly, I feel. they 
know why they are doing it. 

Dr. Coutrer. Do you know why on November 23 just past the 
fluorspar application for relief to the Tariff Commission was with- 
drawn after conference? I do not know whom the conference was with. 
I have a footnote here on that and one other case, handblown glass- 
ware. No, in that one the President asked the Tariff Commission for 
more information. The other case was cordage and twine. 

Senator Matonr. Do you think it might have been withdrawn, 
Doctor, because of the likelihood they would get no relief? 

Dr. Coutrer. I do not know what has happened because I have not 
followed it. I have all the reports in my office. 

Representative Bisnop. I made a remark about that a minute ago. 
The small industries down our way and the small mines are out of 
business right now, right this minute. There are only 4 out of 100 in 
our area that are working. If the big one signed this and asked it 
without knowledge of the others, that is where it is, but I cannot 
verify that. 

Senator Matone. Mr. Bishop, I would say to you, without fear of 
contradiction, that 95 percent of the mines in this Nation are out of 
business, or in partnership with the Government. That is to say, 
they have borrowed money from the Government, have a guaranteed 
unit price under a contract with GSA, or they have a short amortiza- 
tion period. 

That applies to all of the United States of America at the moment. 
It is not a very healthy situation when you consider that we are get- 
ting our critical materials, such as manganese from India ; 850,000 tons 
of manganese a year, which is one-half of our annual consumption. 
In just a matter of hours after the next war is declared, we will not 
be able to get a ship across the ocean from India. 

I believe on way to remedy this situation is to allow the 1934 Trade 
Agreements Act to expire on June 12, and return to the method of 
regulating tariffs and import fees on an economic basis through the 
Tariff Commission. 

Representative Bisnor. Mr. Chairman, you may be assured I want 
to play on the team and get these things done first. 

Senator Matone. Do you think we should extend the 1934 Trade 
Agreements Act for 1 year or 2 years? 

Representative Bisnor. Not as it is. I want it amended. 

Senator Matong. How are you going to amend it if it is going to 
he regulated by the State Department 

Representative Bisnor. You will find no argument with me about 
it. But if it is the same people that have been throwing the ball all 
the time that are going to continue there will be no changes. My 
effort here is to get it changed. 

ro Matone. Do you want Congress to take back its respon- 
sibility ¢ 

Representative Bisnor. I would like it to very much, sir. 
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Senator Martone. Thank you, Mr. Bishop. 

Representative BisHor. Thank you for the appearance, and thank 
you fe the assistance, Doctor. 
“ Senator Martone. This is a very informal committee, and made so 
because we are looking for full and complete information, and if you 
would like to take a copy of your testimony which will be available 
tomorrow and review it for accuracy and completeness, we will appre- 
ciate it. 

Representative Bisnor. Thank you. 

Senator Matonr. The committee will be in recess to the call of the 


Chair. 
(By direction of the chairman, the following is made a part of the 
record :) 


MEMORANDUM OF THE UNITED States TARIFF COM MISSION, MARcH 1954: 
FLUORSPAR 


The present rate of duty on fluorspar containing more than 97 percent of 
calcium fluoride (acid-grade fluorspar) is $2.10 per long ton and on fluorspar con- 
taining not more than 97 percent of calcium fluoride (metallurgical-grade fluor- 
spar) is $8.40 per long ton. 

In the enactment of the Tariff Act of 1930, provision was made for a duty 
of $5.60 per long ton on imports of acid-grade fluorspar and $8.40 per long ton on 
metallurgical-grade fluorspar. The rate on acid-grade fluorspar was reduced to 
$4.20 per ton in the bilateral trade agreement with the United Kingdom, effective 
January 1,1939. This rate was bound in the trade agreement with Mexico, effec- 
tive January 30, 1948. The rate on metallurgical-grade fluorspar was reduced to 
$6.30 per ton in the Mexican trade agreement. Fluorspar was not covered in the 
General Agreement on Tariffs and Trade (Geneva, 1948) to which both the United 
States and the United Kingdom were parties. This agreement, however, 
suspended the trade agreement with the United Kingdom. Consequently, the 
rates of duty for the two types of fluorspar of $4.20 and $6.30 per ton, in effect 
after the Geneva agreement, were based on,the 1943 trade agreement with Mexico. 
These rates remained in effect until the termination of the trade agreement with 
Mexico, effective December 31, 1950. Asa result of the termination of this agree- 
ment, the rates reverted to the 1930 rates of $5.60 per ton for the acid-grade 
fluorspar and of $8.40 per ton for metallurgical-grade fluorspar. However, the 
rate of $5.60 per ton of acid-grade fluorspar remained in effect for only a few 
months. The Trade Agreements Act, as amended, permitted a maximum reduc- 
tion of 50 percent in the rates of duty in effect on January 1, 1945. In the Gen- 
eral Agreement on Tariffs and Trade (Torquay), effective June 6, 1951, the rate 
of duty on acid-grade fluorspar was reduced from $4.20 per ton (the rate in 
effect on this grade of fluorspar in 1945) to $2.16 per ton, which is the present rate 
of duty. 

The concession in the rate of duty on fluorspar containing more than 97 percent 
of calcium fluoride (acid-grade) in the General Agreement on Tariffs and Trade 
(Torquay) is subject to the “escape clause” of that agreement, which permits con- 
cessions granted therein to be withdrawn or modified under conditions set forth 
in section 7 of the Trade Agreements Extension Act of 1951, as amended. Section 
7 established procedures for invoking the escape clause of trade agreements 
whenever, as a result in whole or in part of the duty or other treatment reflecting 
a trade agreement concession, a product is being imported into the United States 
in such increased quantities, either actual or relative, as to cause or threaten 
serious injury to the domestic industry producing like or directly competitive 
products. On October 20, 1953, the Ozark-Mahoning Co. of Tulsa, Okla., and 
others filed an application under the “escape clause” with the Tariff Commission 
for an investigation of all grades of fluorspar. The applicants’ attention was 
called by the Commission to the fact that the application covered all grades of 
fluorspar, whereas only fluorspar containing more than 97 percent of calcium 
fluoride (acid-grade) was subject to an investigation under the escape clause. 
On October 23, 1953, the applicants filed an amendment to the original application 
to limit it to acid-grade fluorspar. The Tariff Commission on October 29, 1953, 
under the authority of section 7 of the Trade Agreements Act of 1951, as amended, 
and section 332 of the Tariff Act of 1930, instituted an investigation on acid- 
grade fluorspar. However, on November 23, 1953, upon request filed in behalf 
of the applicants, the Tariff Commission discontinued and dismissed the inves- 
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tigation instituted on October 29, 1953. This request for discontinuance of the 
investigation on fluorspar containing more than 97 percent of calcium fluoride, 
and its acceptance by the Tariff Commission, does not prejudice the filing of 
future applications under the escape clause. 

The rate of duty applicable to fluorspar containing not more than 97 percent of 
calcium fluoride (metallurgical-grade fluorspar), which is not a trade agreement 
rate of duty, can be modified by executive action in accordance with the provision 
of section 356 (the so-called flexible tariff provision) of the Tariff Act of 1930. 
Moreover, legislation increasing such rates of duty would not be inconsistent with 
any international obligations of the United States. Section 336 provides for an 
investigation by the Tariff Commission of the difference in costs of production of 
a domestic article and of any like or similar foreign article and, subject to certain 
limitations, contemplates that the rate of duty be adjusted upward or downward 
to that which is necessary to equalize such differences. Investigations under sec- 
tion 336 are rather complex and the Commission, of course, has no way of knowing 
in advance what difference in foreign and domestic costs of production would be 
revealed thereby. Consequently, the Commission cannot predict whether the 
results of such an investigation would indicate an increase, a decrease, or no 
change, in the rate of duty on imports of fluorspar containing not more than 97 
percent of calcium fluoride. 

The following tables show domestic production and imports for consumption 
(including imports free for United States Government use) for acid-grade and 
metallurgical grade fluorspar, by principal countries of origin, for the years 


1949-53. 


TABLE 1.—Acid-grade fluorspar: United States production and imports for con 
sumption (including imports free for U. 8S. Government use), by principal 
sources, for the years 1949-53 

QUANTITY (IN SHORT TONS) 


Imports for consumption ? 














Produc- 
Year 
tion ! 
spose | Mexico | Canada 
i nite as eet 70, 759 25, 490 2, 908 ee oe cece es TO 
ee a 97, 659 43, 488 5, 305 12 163 9, 653 7, 833 
eee tones 2 “"} 19, 125 52, 991 3,714 15, 289 9; 367 14) 397 
1968802272, : 142.014 | 127, 751 42) 234 13, 858 23, 611 27, 741 
Se Stina... naetinen (5) 206, 160 80, 252 18, 430 32; 056 28) 282 
VALUE 
Foreign value 

1949..........-..------------} $2,901, 166 | $493,134] $50,880} $361,623 |... | 
Rk eee re 72,964 | 364,560 | $223,447 | $188, 085 
1951...........................| 6, 162,064 | 1; 781, 208 76,558 | 491,644 | 333, 306 562, 368 
MINAS wisn eRines hemes: de 5,773, 548 | 2,011,588 | 455,963 | 1,050,908 | 1, 380, 985 
ee (8) 8, 629,575 | 3,019,300 | 573,584 | 1,379,195 | 1, 304, 590 





1 Shipments from mines. Includes shipments to U. 8. Government stockpile in 1951, 1952, and 1953, 


and small quantities exported by producers. 
2 Includes noncommercial imports free for U. 8S. Government use, as follows: 











Year Quantity Foreign value 
Short tons 
Bains allio aio 9 ace eaet eae so meaeeiraenes tea teases ake 2, 720 $93, 585 
WD eet de scien J ekuhi lk ibs cece ees. thd LL Se 22, 099 928, 746 
OO Peach nn iain 2b esi Sh oinsk des Se Besse bt dards seme wn 44, 585 2, 175, 61 
BPE cbdativbedebrryccennd teentrennarenrts<iaeepngnntesenge-acens 105, 081 4, 773, 367 
* Preliminary. 

+ Does not Include East Germany beginning 1952. 

4 Preliminary. 

+ Not available. 


Source: Production, official statistics of the U. S. Bureau of Mines; imports, official statistics of the U. 8. 
Department of Commerce. 

NoTE.—Statistics on exports are not separately classified. Exports of all grades of fluorspar have averaged 
about 800 short tons annually during the years 1949-53. 
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TABLE 2.—Metallurgical-grade fluorspar: United States production and imports 
for consumption (including imports free for U. 8S. Government use), by principal 
sources, for the years 1949-53 


QUANTITY (IN SHORT TONS) 
Imports for consumption ? 


Produc- |— 5 amemeiice <7 auaee ETT Ss ——— 
tion ! All | 


| countries 





| 
Mexico | Spain Canada | Germany! 
| | 





I create onlin -_ 
} 


75, 128 55, 212 
121, 146 67, 669 
128, 283 60,311 | 
224,512 | 132, 859 | 
155, 990 | 110, 167 | 


VALUE 


} Foreign value 
| 





1949....- $5, 275, 588 | $1,055,910 | $767,423 | $200, 358 | 
1660) OU RIA Gils. | 6,454,816 | 1,529, 362 820, 100 278, 162 
2,214,045 | 943,132 | 322,365 
4, 744, 865 2, 414, 445 908, 617 | 
2,970,047 | 1,957,364 | 348.388 
! 


| Mine shipments. Includes small quantities gee by producers. 
? Includes noncommercial imports free for U. 8. Government use, as follows: 


Quantity 








3 Does not include East Germany beginning 1952. 
‘ Preliminary. 
5 Not available. 


Source: Production, official statistics of the U. 8. Bureau of Mines: imports, official statistics of the U. 8. 
Department of Commerce. . 


NorE.—Statistics on exports are not separately classified. Exports of all grades of fluorspar have averaged 
about 800 short tons annually during the years 1949-53. 


Marion, Ky., Fepruary 24, 1954. 
Hon. EARL CLEMENTS, 
Senate Office Building, Washington, D. C.: 

Regarding Homer’s phone call I suggest present tariff be doubled on fluorspar 
below 97 percent calcium fluoride and that the tariff be increased to $7.50 per 
short ton on fluorspar over 97 percent calcium fluoride. It is my firm belief the 
tariff must be raised to these figures to protect American industry. 


KENTUCKY FLvuORSPAR CO., 
Ropert N. FRAZIER. 


ELIZABETHTOWN, ILL., January 8, 1954. 
Hon. C. W. BisHop, 
Member of Congress, Washington, D. C. 

Dear CONGRESSMAN BisHop: I am enclosing the material which Mr. Kelly 
mentioned in his letter of December 17 in the hope that it will be of some assist- 
ance to you in helping the fluorspar district here in southern Illinois. 

I have talked to Harold Rainville in Senator Dirksen’s office and he is anxious 
to receive the same material which is being forwarded to him as of this date. 

The situation could not be much worse than at present in the fluorspar dis- 
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trict. About one-half of the mines are now closed. Others have reduced their 
work week to 3 or 4 days. There are no orders available for fluorspar. Prices 
are dropping daily. Unless action is forthcoming very soon, there will be a 
complete collapse of the fluorspar industry. 

Speaking for the industry as a whole, I can say that any assistance you may 
be able to give will be most gratefully received. 

With best personal wishes, I remain, 

Yours very truly, 
Ciyve L, FLYNN, Jr. 


The information submitted herein will serve to show the precarious condition 
of the fluorspar industry at this time and the probable future situation. 


USES 


Flourspar is a mineral which is used in the industrial life of the Nation in 
the following ways: 

(1) Fluorspar is used to increase the capacity of the open-hearth furnaces. 
Approximately, 6 to 8 pounds of fluorspar is used per, ton of open-hearth steel. 

(2) Fluorspar is used to produce Freon which is the most important refrigerat- 
ing medium available for air conditioning and refrigeration. Freon is also the 
propellant in the aerosol and DDT bombs. 

(3) Fluorspar by way of hydrofluoric acid is used in making 100-octane 
gasoline. 

(4) There was another use which during the war was very secretive so that 
those producing the fluorspar knew nothing of this use and many of the scientists 
working on this project did not know the end use. Finally, when the Official 
Report on Atomic Energy for Military Purposes was published, we learned that 
fluorspar entered into the making of the atomic bomb. Dr. H. D. Smyth in his 
official report states on page 67: “‘The two most promising methods of separating 
large quantities of U-235 from U-—238 were the use of centrifuges and “by use of 
diffusing through porous barriers. Each method required the uranium to be in 
gaseous form, which was an immediate and serious limitation since the only 
suitable gaseous compound of uranium then known was uranium hexafluoride.” 
Later on in his report Dr. Smyth writes, on page 159, “Since uranium itself is 
not a gas, some gaseous compound of uranium must be used. The only one obvi- 
ously suitable is uranium hexafluoride.” It therefore requires six atoms of 
fluorine to each atom of uranium to effect the separation of U-235 from U-238. 
To have a ready source of fluorine is as essential as the uranium itself, both for 
possible military use and the development of atomic energy generally for peace- 
time uses. 

(5) Fluospar is used in the production of aluminum with something like 130 
pounds of fluospar being consumed in the production of every ton of alumi- 
num material. 

(6) Ceramic grade fluorspar is used in producing glass, enamels, some of 
which are used as coatings on bathrooms, hospital and plumbing fixturse, stoves, 
refrigerators, etc. 

Fluorspar is produced and used in three grades, designated as: 
Metallurgical, 85 percent; calcium fluoride, 5 per cent silica 
Ceramic, 95 percent ; calcium fluoride, 3 percent slica 
Acid or chemical, 97 percent; calcium fluoride, 1 percent silica 


DOMESTIC PRODUCTION AND CONSUMPTION 


The domestie production of fluorspar is about 70 percent of the Nation’s 
needs. This requires imports of 30 percent of the production. Formerly, the 
stockpiling by the Defense Department absorbed a considerable portion of the 
imports of acid of chemical grade, but since stock piling has ceased or is coming 
to an end that market vanished and the domestic industry is engaged in com- 
petition with growing quantities of foreign imports, not only of acid of chemical 
grade but also of the metallurgical grade. The huge tonnage of foreign imports 
has almost completely paralyzed the domestic industry. 

Tllinois is the leading fluorspar producing State. Kentucky is second. The 
southeastern Illinois-western Kentucky area provided about 78 percent of the 
domestic production. Producing States in order of rank are: New Mexico, 
Colorado, Utah, and Nevada, and Montana. The following table shows the 
tremendous increase in imports from the year 1941 to 1952. It is believed 
that 1953 and 1954 will show a further increase in the importation of fluorspar. 
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The most pertinent fact shown is that the domestic industry has the ability and 
capacity to furnish substantially 70 percent of the consumption requirements, 
and as a matter of fact that capacity has been augmented substantially by new 
projects coming into the production during the past 12 months. 

It should be noted that during 1952 the shipments from domestic mines com- 
bined with imports totaled 693,171 tons as compared to a consumption of 521,500. 
This surplus went into Government stockpiles and consumers’ inventories. Now 
that the Government has stopped negotiating contracts for its stockpiles, much 
of this surplus is pressing to find a place with the domestic consumers and thus 
displace domestically produced material. 

When imports rise to about 70 percent of the domestic consumption, then the 
domestic producer rapidly succumbs to the foreign producer who when he has 
stifled the domestic producer and acquired control seldom, when we view the past, 
displaces any particular consideration in exacting his toll of the domestic 
consumer. 


TARIFFS 


By trade agreement and executive action the tariff on metallurgical grade 
fluorspar is $7.50 per ton and the tariff on acid grade is $1.87 per ten. 


COST OF LABOR COMPARISON 


The following wage rate is being paid by the Minerva Oil Co. and is taken 
directly from the contract signed December 16, 1953, between the Minerva Oil 
Co. and District No. 50, United Mine Workers of America, Local Union 12681, 
and can be considered as average for the district. 


Classification : Rate per hour 
Hoistman, class A 
Hoistman, class B 
ye ny ee es 


Miner helper 

Underground mechanic 

Mucker or apprentice miner 

Ie NI i Soli cnc cll li can in hi ence 


BASTR IT 


MILL AND SURFACE 


Float operator 
Float helper 

Drier operator 
Crusher operator. 
Engineer, class A 
Copano Clee Bisa ns iit bah ieee nde 
Electrician, class A 
BDlectrician, class B 
Electrician, helper 
Mechanic, class A 
Mechanic, class B 
Mechanic, helper 
Truckdriver 


SUKERLSRRSSTETRS 
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Additional provisions are made for overtime, holiday, and shift differentia! 
pay. 

It is interesting to note that the amount paid by domestic producers per day 
per man for workman’s compensation insurance and social security is equal to 
the daily wage for two Mexican workers. 

It is somewhat difficult to establish a wage rate applicable to foreign pro 
ducers. In Mexico there are three large fluorspar producing areas with a sepa- 
rate wage rate for each. Government regulations to the contrary, the prevailing 
wage rate in the Durango area is 5 pesos per day which is the equivalent of 50 
cents. However, in the Muzquiz area, which is in northern Coahuala and rela- 
tively close to the border, the mine wage rate is approximately 8 pesos per day. 
This is not a factor to be considered in the same light as our prevailing wage 
rates. The reason being that substantially all Mexican fluorspar is produced 
on a contract basis and there is very little variation in the contract price. A 
Mexican producer pays 25 pesos per metric ton for mining and hand cleaning 
of ore of the grade of metallurgical. The contractor furnishes his own equip- 
ment and dynamite. This is the equivalent of $2.48 per ton which the Mexican 
producer pay for 1 ton of metallurgical fluorspar in place at his own stockpile. 


MINING AND MILLING COST 


Domestic mining cost per ton of crude ore vary from a low of about $2.25 in 
highly mechanized bed deposit mines to about $9 in the average vein mine. 
Some vein ore mining cost runs higher than this due to excessive amount of 
water, high tabling costs, etc. Milling cost in the district may be summarized 
as follows: 


Flotation : $3.50 to $6.50 per ton on crude ore, depending on purity of end product. 
Heavy media : $0.80 to $1.25 per ton on crude ore. 
Jig and table plants (becoming obsolete) : $1.50 to $6 per ton on crude ore. 


However, we should note that the grade of ore produced domestically runs from 
20 percent to 50 percent fluorspar and anywhere from something less than 2 
to as much as 6 tons of crude ore are required to make a ton of finished product. 
As the selling price of the product is lowered it becomes less and less profitable 
to mine and mill the lower grade ore which constitutes the greater portion of 
the ore reserve of southern Illinois-western Kentucky. In Mexico the grade of 
ore is from 75 to 85 percent or higher and is found at shallow depths where 
it can be mined in the same manner as a rock quarry. 

Many domestic reserves are no longer found at shallow depths where they 
may be cheaply mined or the mines cheaply maintained during a down period. 
I believe that it would be safe to say that 80 percent of the combined reserves of 
all companies are found at depths below 400 feet. 


ROYALTY 


Royalty figures range from 10 percent to 30 percent of the selling price of the 
finished product. In Mexico the royalty is so low that it does not constitute a 
cost factor in their operation. 


MEXICAN FUTURE 


Many factors contribute to the low price for Mexican flourspar which so far 
has constituted the most serious threat to the domestic industry. The avail- 
ability of high grade ore, low wage rates, low Mexican railway freight charges 
and export duties, all combined make it possible for a Mexican producer to place 
metallurgical fluorspar in the United States to the consumer at a price of $31 
per ton as compared to the current market quotation of $43 per ton. One of the 
major metallurgical consumers has recently concluded an agreement for the 
purchase of Mexican ore at a price equivalent to $26 per ton f. o. b. Rosiclare 
for ore which he was previously paying $38 per ton. 

The development in the past year of two new fields in Mexico will present a 
greater threat than ever to the domestic industry. These two fields can produce 
an unlimited tonnage of ore and as soon as roads are completed to the fields, a 
further reduction of $3 to $4 a ton will be made. A considerable amount of this 
ore will go into the production of acid fluorspar. It is now possible to buy acid for 
$50 per ton as compared to the price of $65 per ton, which has existed for many 
years. It would appear that the saturation point has been reached in metallur- 
gical imports. This becomes apparent when you consider that of the 45 tons of 
ae fluorspar consumed in the Midwest, imports in 1958 accounted for 
40, tons. 
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DOMESTIC FUTURE 


The domestic producer cannot compete with foreign produced fluorspar under 
existing tariff regulations. It is merely a question of time, and most are inclined 
to think this time is very short, when there will be no domestic production of 
fluorspar. Over 50 percent of the producing mines in the Illinois-Kentucky area 
are now closed. Other producers have been forced to lay off men, reduce their 
workweek, and are still confronted with a growing stockpile. Some companies 
would be able to operate at a low price per ton but only if they could obtain 
orders for large quantities, therefore, lowering their unit production cost. Sev- 
eral companies depend upon the values of lead and zine in their fluorspar ores to 
help their costs, but these two metals are also depressed in price and no longer 
are the help they were. If the American fluorspar mining and producing indus- 
try is to be kept alive and active regardless of the question of profits to its 
operators, imports necessarily will have to be curtailed, at least to the extent 
that will insure normal profitable operation. 


FLUORSPAR REPORT No. 75 


MINERAL INDUSTRY SURVEYS, UNITED STATES DEPARTMENT OF THE INTERIOR, 
BUREAU OF MINES 


Prepared by Joseph C. Arundale under the supervision of G. W. Josephson, Chief, 
Construction and Chemical Materials Branch, Minerals Division 


FLUORSPAR IN SECOND QUARTER 1953 


Consumption of fluorspar reached the unprecedented total of 159,745 tons in 
the second quarter of 1953, according to reports to the Bureau of Mines, United 
States Department of the Interior. Consumption at hydrofluoric acid plants 
increased 23 percent over the first quarter, while total consumption increased 
7 percent. Production and shipments of domestic fluorspar also increased ; 
84,073 tons were produced and 88,718 tons shipped, increases of about 7 percent 
in output and 27 percent in shipments compared with the first quarter. Im- 
ports in the second quarter were 28 percent greater than in the preceding 
quarter and exceeded domestic production by about 10 percent. 


TABLE 1.—Salient statistics of finished fluorspar in the United States, 1950-52, 
and Ist 2 quarters 1953, in short tons 


Industry stocks at end of 


Ship- period 

Produc- | ments oe Con- 

tion from m ports sump- 
mines |(receipts)| tion 


Domestic 
mines Total 


oe _.| 283, 500 | 301, 510 | 164,684 | 426,121 | 164,685 | 19,038 | 183, 723 
1951. 300 | 347,024 | 181.275 | 497,012 | 169,126 | 13,283 | 182, 409 
rempacii. dsuails 0000. | 346,315 | 333,760 | 352, 503 | 521; 500 | 252.117 | 25,522 | 27, 630 
1953: | } | 
ist quarter... 78,308 | 60,944 | 972, 554 | * 140, 583 |? 213, 250 | 933,849 | 2 247, 108 
2d quarter | 34073 | 88718 | 92,800 | 159,745 | 195,923 | 29,204 | 225, 127 


! Comprises shipments to domestic and foreign consumers and to national stockpile. 
? Preliminary figures. 
3 Revised figure. 


Production and shipments of metallurgical grade fluorspar of domestic origin 
were 33,636 short tons and 37,854 short tons, respectively, in the second quarter 
of 1953, compared with production of 39,577 tons and shipments of 35,486 tons 
in the second quarter of 1952. Of the shipments of metallurgical grade fluor- 
spar in the second quarter of 1953, 30,832 tons were from the Illinois-Kentucky 
district and 7,022 tons were from Utah, Nevada, and Idaho. 

In the second quarter 19,746 tons of fluorspar of domestic origin and 5,579 
tons of fluorspar of Mexican origin were shipped by barge from the Illinois- 
Kentucky district, compared with barge shipments of 5,632 tons of domestic 
fluorspar and 1,708 tons of Mexican fluorspar in the first quarter. 
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Production and shipments of acid-grade fluorspar were 40,461 and 41,373 
short tons, respectively, increases of about 1 percent in production and 7 percent 
in shipments. However, production and shipments of ceramic-grade fluorspar 
declined slightly in the second quarter. 

Imports of fluorspar in the second quarter increased sharply compared with 
the first quarter; in the first 6 months of 1953 imports exceeded domestic 
production by a small margin. 


Taste 2.—Production, shipments, and mine stocks of finished fluorspar of do- 
mestic origin in 2d quarter, 1953, in short tons 





Stocks at Stocks at 
mines on Production | Shipments mines on 
Mar, 31, 1953 June 30, 1953 


Metallurgical ! tote > itvaectad 327,721 33, 636 37, 854 23, 503 
Ceramic *...._- a nt bees ‘ 2904 9, 976 49,491 1,479 
DEE Ficscanse ‘ . 5, 134 40, 461 41,373 4, 222 





84, 073 88, 718 29, 204 





1 Comprises fluxing gravel, pellets, foundry lump and flotation concentrates for use in steel and other 
metallurgical plants. 

2 Revised figure. 

§ Comprises ground and flotation concentrates for use in glass and enamel plants and in miscellaneous 
manufacture. 

4 Comprises 8,509 tons to domestic glass and ename] plants, 862 tons for miscellaneous use, and 120 tons to 
foreign consumers. 

6 Comprises concentrates and acid lump for use at hydrofluoric acid, aluminum reduction, and magnesium 
reduction plants and for export. 


Taste 3.—Production and shipments of finished fluorspar of domestic origin in 
1958, by quarters and grades, in short tons 


: | 
Production Shipments 








| | 
Metal- 
| lurgical 


Metal- 


lurgical Ceramic Acid Total Ceramic Acid Total 


28, 006 10, 108 40, 194 | 78, 308 21, 286 10, 159 38, 499 | 69, 944 


33, 636 9, 976 40, 461 


61,642 | 20, 084 80, 655 | 162, 381 | 59,140 | 19,650] 79, 872 | 


84, 073 37, 854 9, 491 41, 373 88, 718 





158, 662 


Consumption of fluorspar at hydrofluoric acid plants reached the record high 
of 60,547 tons in the second quarter. Consumption at glass and enamel plants 
also increased slightly. However, consumption at steel plants remained vir- 
tually the same, and consumption at aluminum and magnesium reduction plants 
declined, 

Metallurgical-grade fluorspar was produced in the United States at only 43 per- 
cent of the rate at which this material was being consumed in steel plants in the 
second quarter, and acid-grade fluorspar at 67 percent of the rate of consumption 
at hydrofiluoric-acid plants. Stocks at steel plants continued to decline in the 
second quarter. 

Stocks of fluorspar at consumers’ plants on June 30, 1953 (195,923 short tons) 
were 8 percent less than stocks at plants on March 31, 1953. Stocks at domestic 
mines on June 30, 1953, were 14 percent less than at the close of the first quarter. 


TaBLe 4.—Consumption and consumers’ stocks of fluorspar (domestic and 
foreign) in second quarter, 1958, in short tons 


Stocks at Stocks at In transit to 
consumers’ A ano | consumers’ consumers’ 
Industry plants on ‘ — | plants on plants on 
Mar. 31, June 30, June 30, 
1953 1953 1953 


Steel. tie . me ‘ 146, 110 1, 050 
H on acid _- ated { 
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TABLE 5.—Consumption of fluorspar (domestic and foreign) in the United States, 
1950-52, and Ist 2 quarters of 1953, by industries, in short tons 


Hydro- | 


Steel 


| 


240, 802 | 
276, 654 
271, 759 


fluoric 
acid 


Glass 


Enamel 


All other 


Total 





124, 440 
151, 698 
178, 265 


426, 121 
497, 012 
521, 500 





ist quarter 


. 78, 581 
2d quarter. ..... 


78, 229 


49, 342 
60, 547 


109, 889 


149, 533 
159, 745 


309, 278 


a ee 156, 810 


! Preliminary figures. 
2? Revised figure. 


TABLE 6.—General imports (receipts) of fluorspar into the United States, 1950-52, 
and 1st 6 months of 19538, in short tons 


CONTAINING MORE THAN 97 PERCENT CALCIUM FLUORIDE 


Canada | 
(includ- 
ing New- 
found- 
land) 


France |Germany Italy Mexico | Spain 


_| 
560 | 


849 | 
1, 120 | 


12, 163 


15, 289 


7,311 
6, 492 | 


| 18,049 24° 587 | 





January 
February .. 
March... 
April 


1, 700 | 

23,004 | 

23,33 
4, 198 | 
2, 845 | 4, 408 
3, 993 | 551 | 


12, 132 | 


5,476 
1, 697 
June... 


Total_. 


359 








| 


CONTAINING NOT MORE THAN 97 PERCENT CALCIUM FLUORIDE 

co a Ba: - 
2,000] 2,212] 21,129; 2,411] 67,745 | 25,649] 121,146 
6,171 | 566 | 34,747 5,312 | 60.206 | 21,282 | 128,284 
4,817 | 32,31; | 12,354 | 132,868] 35,100 | 224,521 


| == == 


1993..i4yh3 im j 
1952. . 7 ‘ 37,065 


1953: | 
January. ; 937 | 
February --. | | Yi } 
March... 599 | 1,701 | 
April | 
May 
June_... 


10, 039 | 
29,171 | 
28, 684 | 
17, 168 
8, 148 | 
11, 959 


10, 976 
14, 450 
11, 089 
17, 168 
1, 102 | 40, 493 
: 14, 296 
} 


, 243 


} 1,701 


Total 1, 243 | 105 1,841 | 2, 638 65, 169 | 78, 472 


1 Comprises 560 tons from Algeria and 72 tons from Union of South Africa. 

2 Revised figure. 

’ Comprises 2,557 tons from Union of South Africa, 2,249 tons 
Tunisia. 

‘From Tunisia. 


from French Morocco, 2,259 tons from 


Source: U. 8. Department of Commerce 
FLuorsparR Reporr No. 76 
Prepared by John E. Holtzinger and Joseph C. Arundale under the supervision 


of G. W. Josephson, Chief, Construction and Chemical Materials Branch, 
Minerals Division 
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FLUORSPAR IN THIRD QUARTER 1953 (PRELIMINARY) 


Consumption of fluorspar in the third quarter of 1953 dropped considerably 
from the record usage reported in the second quarter and was at a lower rate 
than in any of the three preceding quarters, according to reports to the Bureau 
of Mines, United States Department of the Interior. Domestic production also 
declined slightly and shipments of finished fluorspar from domestic mines were 
less than in the second quarter. Imports during the period totaled a record 
110,667 short tons, exceeding domestic production of finished fluorspar by about 
33 percent. 


TABLe 1.—Salient statistics of finished fluorspar in the United States, 1950-52, 
and Ist 3 quarters 1953, in short tons 
Industry stocks at end of oe 


Consump- |—-——_-——+ 
tion 


Shipmerts| General 
Period Production from imports 
mines ! (receipts) Consumers’| Domestic 


plants mines Potal 





1960... ... 223, 500 301, 510 164, 634 426, 121 164, 685 19, 038 183, 723 
TORE. siccuns 341, 300 347, 024 181, 275 497, 012 169, 126 13, 283 182, 409 
1008 *....2... 345, 400 331, 273 352, 503 520, 197 252, 193 27, 464 279, 657 
1953: 


ist quarter 78, 308 69, 944 72, 554 3 148, 991 3 216, 088 33, 849 3 249, 937 


2d quarter ae 073 88, 718 92, 899 3 158, 459 5 194, 867 3 28, 370 3 223, 237 
| 82, 918 80, 554 110, 677 144, 574 218, 860 30, 754 247, 230 
! | 


3d quarter. 


' Comprises shipments to domestic and foreign consumers and to national stockpile. 
? Final figures. 
5 Revised figure. 


Although production of the metallurgical and acid grades of fluorspar increased 
slightly in the third quarter, output of ceramic-grade fluorspar dropped about 
31 percent, compared with the second quarter. Shipments of all grades declined 
and total shipments were about 9 percent less than in the preceding period. 

Producers in the Illinois-Kentucky district shipped 27,670 short tons of the 
metallurgical-grade fluorspar in the third quarter, with the remaining 6,916 tons 
being shipped from operations in Montana, Idaho, Utah, and Nevada. Of the 
shipments from the Illinois-Kentucky district 21,298 short tons of domestic origin 
and 3,079 tons of Mexican origin were shipped by barge, compared with barge 
shipments of 19,746 tons of domestic fluorspar and 5,579 tons of Mexican fluor- 
spar in the second quarter. 


Taste 2.—Production, shipments, and mine stocks of finished fluorspar of 
domestic origin in third quarter, 1953, in short tons 


Stocks at | Stocks at 
mineson | Production | Shipments mines on 
| June 30, 1953 | | Sept. 30, 1953 


23, 269 
1, 219 
6, 266 


30, 754 


! Comprises fluxing gravel, pellets, foundry lump and flotation concentrates for use in steel and other 
metallurgical plants. 

? Revised figure. 

3 Includes 1,354 tons produced previously but not reported. 

‘ Comprises ground and flotation concentrates for use in glass and enamel plants and in miscellaneous 
manufacture. 

5 Comprises 6,884 tons of domestic glass and enamel plants, 221 tons for miscellaneous use, and 60 tons to 
foreign consumers. 

* Comprises concentrates and acid lump for use at hydrofluoric acid, aluminum reduction, and magnesium 
reduction plants and for export. 
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TasBLe 3.—Production and shipments of finished fluorspar of domestic origin in 
1953, by quarters and grades, in short tons 


Production 


Shipments 





] 


| 
| Metal- | . ia | 
| 
| 


Quarter 
Metal- 


lurgical Acid 


Ceramic 


Total lurgical Ceramic Acid Total 


69, 044 
88, 718 
80, 554 


28, 006 
33, 636 
35, 243 | 


38, 499 
41, 373 
38, 726 


10, 108 | 40, 194 | 
9, 976 40, “i al | 
6,905 | 40, 


78, 308 
84, 073 
82, 918 


21, 286 
37, 854 
34, 663 


93, 803 


9, 491 
7, 165 


121, 425 | 245, 299 


118, 598 


239, 266 


aml 
| 
a 

{ 


06 85 | 26,069 | 


Consumption of fluorspar in the third quarter totaled 144,484 short tons, a 
decline of about 9 percent below the record established in the second quarter. 
Most of the drop in consumption was attributed to a 13 percent decline in 
usage at steel plants. Smaller quantities also were reported consumed for the 
manufacture of hydrofluoric acid, at glass and enamel plants, and at primary 
magnesium plants. Increased consumption was reported at primary aluminum 
plants and at iron foundries. 

Imports reached a new peak of 110,677 short tons, an increase of 19 percent 
over receipts from foreign suppliers in the preceding quarter. Shipments were 
reported from Mexico, Spain, Italy, Germany, Canada, England, and France. 
In the first 9 months of 1953, imports of fluorspar totaled 276,130 short tons, 
compared with domestic output of 245,299 short tons. More than 50 percent 
of the imported fluorspar was supplied by Mexico. 

Stocks of fluorspar at consumers’ plants on September 30, 1953 (218,860 short 
tons), Were 12 percent greater than those held by consumers on June 30, 1953. 
Stocks at domestic mines also increased and were about 8 percent greater at 
the end of the third period than at the close of the second quarter. 


TABLE 4,—Consumption and eonsumers’ stocks of fluorspar (domestic and 
wary) in 8d conti 1953, in short tons 


| | 
| Stocks at con- | 
| sumers’ plants 
on Sept. 30, 


In transit to 
consumers’ 
plants on Sept. 


| Stocks at con- | 
sumers’ plants | Consumption 
on June 30, 1953 | 


Industry 


1 145, 996 
32, 064 
1 5, 857 
1 1, 268 
19,712 





Steel. 
H ydrofluor ic acid _- 


Enema. aaa 
All other. .........- 


TO..-s 218, 860 | 


' Revised figure. 


TABLE 5.—Consumption of fluorspar (domestic and foreign) in the United S 


States, 
1950-52, and 1st 3 quarters of 19538, by industries, in short tons 


Hydrofiu- 
| oric acid 
| - 


240, 876 | 


Steel Glass Enamel All other Total 


ist quarter. 
2d quarter... 
3d quarter... 


1 Final figures. 


3 Revised figure. 


178,267 | 33, 837 
35, 505 
33, 837 


7, 705 | 
6, 736 | 
205 | 


276, 654 | 151, 698 
272, 476 178, 267 


? 8, 806 g 
98, 367 | 
8, 131 | 


78, 581 | 49, 342 | 
78, 229 60, 547 
68, 359 


21 re 
2 1, 692 | 
oad 
604 | 
ed 


| 
58, 054 | 


| 
225, 169 | 167, 943 25, 304 
| 


39, 716 
26, 419 | 
_30, 412 | 


2 10, 657 
29, 624 
8, 633 


28, 914 | 


526, 121 
497, 012 
_ 520, 197 


2 148, 991 
2 158, 499 
144, 574 


452, 024 
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TABLE 6.—General imports (receipts) of fluorspar into the United States, 1950-52, 
and first 9 months 1953, in short tons 


| 
Canada 
| (inelud- 
| Africa |ing New-|; France |Germany Mexico | Spain Total 
| found- | 
land) 


Containing more than 97 percent calcium fluoride 


1950. . ie cccnedel, ae 8, 495 | 
1951 | 1632 | 15, 289 | 14, 327 
1952. ee . 13, 858 28, 134 


1953: 
January ---- ’ ; 3, 
February -_-.-- 2, 287 3, 
Pl tainnedtnnnnt ot 2, 
April... .- : 4, 301 Soa 3, 
68 |....-..- 3, 
2, 
3, 
3, 








338 
483 
204 
176 


= 
= 
> 
8 


{AE I EE I AME I 


g 


oe 
co 
a 


17, 255 
15, 831 


gzsetses 


S22 


ay -. wa é 
June ap oka 5 3, 674 
July....... 2, 267 
August__ ; 
September i 2, 240 | 


4 
an 
= 





$0 = GO G0 BO wm Oo OO 


860 
078 
584 
632 


ct 
= 


z QP OO ~I mam go Oo Go Ce 


Total.......--- | 14,827 502 | 25, 355 


# 
g 
& 


Containing not more than 97 percent 





1950 2,000 2, 212 21, 129 2,411 , 25,649 | 121,146 
1951. bell 6, 171 566 | 34, 747 5, 312 4 21,282 | 128, 284 
1952 4,817 ....| 82,317| 12,354 224, 521 


1953: 
January. --- - woe om wort pb siaisepiellingrell mintinns aide san ‘ 10, 976 
PORTURTY ...<.< chose ; babi uae oe 14, 450 
March schisiaminandl 7 ‘ ‘ may 11, 089 


April. abe behav liebe ddd -deetedten bicwdds h<e nlite aon 17, 168 
May.-...-- at Fhe 3 }-- . 10, 493 


June ? ; sala deuwaat 14, 206 
July..... ib itenmmatanin iiadianinates " peomchians 13, 297 
August neleaiiedeiane 3 5 |. 417, 253 


September. _.....|.... DP Gatto satiaipepaudn Diubdacdinn 11, 702 2 762. 20, 667 


» eee 1, 701 661 3, 562 6, 826 99, 731 13, 5387 | 4 129, 689 




















! Comprises 560 tons from Algeria and 72 tons from Union of South Africa. 


2 Comprises 2,557 tons from Union of South Africa; 2,249 tons from French Morocco: 2.259 tons from 
Tunisia. 


’ From Tunisia. 
* Includes 22 tons from United Kingdom. 


Source: U. 8. Department of Commerce, 


(Thereupon at 6:45 p. m., a recess was taken subject to call of the 
Chair.) 





STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


TUESDAY, MARCH 30, 1954 


Unrrep Srates Senate, 
SpectaL SUBCOMMITTEE ON MINERALS, MATERIALS, 
AND Furets Economivs, or THE COMMITTEE 
ON INTERIOR AND InsvuLar AFFaIRs, 
: Washington, D.C. 

The subcommittee met at 9 a. m., pursuant to call, in room 224, 
Senate Office Building, Senator George W. Malone, chairman of the 
subcommittee, presiding. 

Present: Senator Malone. 

Present also: Jerome S. Adlerman, counsel to the subcommittee ; 
George Holderer, subcommittee engineer. 

Senator Matone. The subcommittee will be in order. 

Mr. Curtis, we are glad to have you here. You are familiar, I am 
sure, with the purpose of this subcommittee, to examine into the stock- 
pile and accessibility of strategic and critical materials to the United 
States in time of war, and also to study and recommend methods of 
encouraging development to insure the availability of supplies of such 
critical raw materials adequate for the expanding economy and the 
security of the United States. 

Now, that presents another problem in any investigation held up to 
now. It means we must determine the area where we can secure these 
materials in time of war. So it has been determined pretty thoroughly 
that the Western Hemisphere will be the dependable source of such 
materials in the next all-out war. And therefore it becomes doubly 
important that we extend our national production to its economic 
limit. 

I should say the economic limit might be defined as an added cost 
for the domestic price equal at least to the additional wages and taxes 
paid here over the chief competitor country, looking to the availability 
of additional materials in the Western Hemisphere. 

Now, we have asked you to come here because we consider the Mon- 
santo Chemical Co. one of the outstanding companies in the United 
States, and as a matter of fact in the world. You have had experience 
through two wars, and you know what makes these materials available. 
Many of us believe that there must be a long-range principle laid down 
by Congress, based on fair and reasonable competition, that can be 
understood and depended upon by investors. 

You may proceed in your own way, if you have a prepared state- 
ment, and then discuss it, and we may have some questions to ask you. 
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STATEMENT OF FRANCIS J. CURTIS, VICE PRESIDENT AND DIREC- 
TOR, MONSANTO CHEMICAL CO., ST. LOUIS, MO. 


Mr. Curtis. Very good, sir. 

My name is Francis J. Curtis. I am a director and vice president 
of Monsanto Chemical Co., of St. Louis, Mo. 

I am pleased to have this opportunity to tell your committee some 
of the problems that we feel face American business, the chemical in- 
dustry, and Monsanto—problems that we believe are of a national 
nature. 


TARIFFS A “WHIPPING BOY” FOR THE ECONOMIC PROBLEMS OF OUR ALLIES 


Currently, there is much discussion of what to do about foreign 
trade and foreign aid. In this discussion, there is a great tendency on 
the part of many people to make this Nation’s tariffs a “whipping 
boy” for the economic problems of our allies. Many persons, inter- 
ested in curing these problems of our allies, are seriously proposing re- 
ductions and removals of American tariffs. 

I am firmly convinced that to attack the problem of improving 
economic conditions by starting from our own tariff end is like the 
cliché of putting the cart before the horse. First of all, in 1953, 
United States commercial imports of goods and services were almost 
on a par with our exports of goods and services, including economic 
aid items. in other words, we no longer occupy the role of a true 
“creditor” nation. 

Additionally, we are in a position of having only tariffs—small 
tariffs, too—as any so-called barrier to our importing of manufac- 
tured goods. Nearly every other country of the free world has, in 
addition to tariffs that are much higher than ours, such other con- 
trols as quotas, import licensing, currency control, state trading, cur- 
rency manipulation, and other real barriers to trade. I know many 
realists who would trade all tariffs for just import licensing alone. 
By that I mean that if you really want to keep products out, import 
licensing is a swell way to do it. 

Senator Mavone. And most of the foreign countries with which 
we deal do have import licenses ¢ 

Mr. Curtis. That is right. With this device it becomes an easy 
matter to completely restrict the import of any item from any coun- 
try, regardless of price or any other factor. American businessmen 
are familiar with this device—they bump up against it constantly in 
trying to sell their products to many foreign countries. 

Krom these statements you can see that we firmly believe that low- 
ering American tariffs at this time is no solution to any problem. 
Those who propose such lowering or even elimination must show that 
this action will solve the problem of the dollar gap. Currency con- 
vertibility is a large stumbling block in the path of international 
trade. 

However, since there are many who wish to talk about the advisa- 
bility or inadvisability of cutting tariffs, I will address myself to 
that subject. Whatever tariff changes are contemplated, I feel 
strongly, should be reviewed in light of the possible effects these 
changes would have on our national security. There are many indus- 
tries that should be considered in this approach to discussions of tar- 
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iffs. In talking about the chemical industry, | am not suggesting that 
others should not be included; I am merely talking about an industry 
with which I am very familiar. 

We all realize that the industries which produce our peacetime 
goods are the same ones which make the munitions when war comes. 
We know that the automobile industry stops making cars and makes 
tanks, trucks, and guns; that instead of luxury transports, the avia- 
tion companies make bombers and fighters. We all realize, too, that 
it takes time to tool up and reconvert from peacetime to wartime pro- 
duction. 


CRITICAL USES FOR SYNTHETIC ORGANIC CHEMICALS 


Not many realize, however, that when war comes the chemical in- 
dustry is the keystone of our defense program and that it needs no 
tooling-up time nor any reconversion. Commercial and industrial 
explosives become military explosives. The styrene monomer which in 
peacetime makes household items and toys, in wartime becomes the 
synthetic rubber which is vital to our military might. Polyester 
resins combined with glass fibers, which in peacetime provide decora- 
tive structural building panels, have as many as 80 uses in the F-86 
jetplane alone. The sulfa medicines which were peacetime’s “wonder 
drugs” were the miracle that saved thousands of soldiers’ lives in 
World War IT and in Korea. 

Reliable studies of only 11 out of more than 500 synthetic organic 
chemical manufacturers have disclosed that at least 1,586 synthetic 
organic chemicals were used by our Armed Forces in World War II 
and the Korean conflict and that 103 of those used in the latter war 
had not been used in World War IT. 

The modern foot soldier uses a veritable host of chemicals and plas- 
tics in his clothing, equipment, and munitions. The atomic submarines 
now being built contain almost 600 chemicals and plastic applications. 

In World War II, when it came time to translate the atomic bomb 
from theory to reality, the Government called on four chemical com- 
panies—my own included—to do this vital job. 

I think that countless other illustrations I might make would merely 
belabor the point. The fact is that every single chemical has two roles 
to play; one for peace and one for war; and that, should war come, 
you do not reconvert the chemical industry, you merely shift chemicals 
from one end use to another. 

Since World War I, which in many respects was the real beginning 
of the American synthetic organic chemical industry, the industry 
has grown considerably, and a large part of this growth has been 
because the Congress was wise enough to eliminate unfair foreign 
competition by providing satisfactory tariff legislation. 

In any future war or occasion for full mobilization, the Nation’s 
military and essential civilian needs for organic chemicals and its 
dependence on the industry’s reservoir of technically trained man- 
power who provide the research brainpower from which the industry’s 
advances come, msy well exceed the capacity to which the industry will 
have been carried by its steady and rapid rate of growth. 

Earlier I said that any tariff changes should be reviewed in the 
light of the possible effects these changes would have on our national 
security. I deliberately said “national security” rather than “national 
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defense” because I believe that a strong domestic peacetime economy 
is as vital to national security as is military defense. 


CHEMICALS REQUIRED IN RUBBER, STEEL, AND OIL PRODUCTION 


It has been said that a modern economy—war or peace—is only as 
strong as its ability to supply oil, rubber, and steel. The vital nature 
of the chemical industry can be seen, then, when one realizes that 
without chemicals we would not have today’s oil, rubber, or steel. 
Every gallon of oil requires chemicals to make it perform the way we 
want it to. Natural rubber needs chemicals to give it both long life 
and low cost. The rubber tire of yesterday had a life of 2,500 miles. 
Remember those, back in the teens? 

Senator Mavone. They were just a little dangerous the last thou- 
sand miles. 

Mr. Curtis. Yes. Today it goes 25,000, and tomorrow it will be 
good for a hundred thousand miles, thanks to chemicals. 

And it is only our foreign policy and not economics which has us 
using natural rubber today. Synthetic rubber can be tailored more 
easily to our needs and it is more economical than natural rubber. 
Even steel requires chemicals for its processing. The automobile, 
which uses oil, rubber, and steel, also contains over 250 chemicals to 
say nothing of those in its gasoline and motor oil. 

Just as the chemical industry i is vital to the war machine, so too 
the vitality and growth of a strong overall peacetime economy de- 
pends on it. In fact, the synthetic chemical industry is the keystone 
of all industrial production, wartime or peacetime. Every single 
industry in America buys from the chemical industry. In the fields 
of food, clothing, shelter, transportation, communications, and health, 
there is not a single important product that doesn’t touch chemistry 
some place in its making. 


DOMESTIC CHEMICAL INDUSTRY VULNERABLE TO FOREIGN COMPETITION 


Despite its past growth and its successes, the American synthetic 
chemical industry is s vulnerable to foreign competition. The industry 
as we know it now in this country is only 35 years old; abroad, its 
age is over a hundred years. While American chemical makers are 
ingenious, so, too, are foreign producers. The basic raw materials— 
coal, water, air, mineral, and agricultural products, and petroleam— 
are all aavilable in Europe. The techniques we use, most of which 
are not production-line techniques but are “batch” processes, are sim- 
ilar in most respects to those used in other countries. 


COST DIFFERENTIAL ELEMENTS—FOREIGN VERSUS DOMESTIC 


The economics of manufacture are quite different, however. Con- 
trasted with an hourly wage including fringe benefits averaging 
$2.50 in the American plants are the 50 to 55 cents per hour rates paid 
to German chemical workers, and similar wages paid elsewhere in 
Europe. Research costs take 3 to 6 cents of each dollar of sales in 
the American ene industry. In Germany, after graduation, a 
man with a Ph. D. degree in chemistry earns only 560 marks—about 
8133—a month. We offer graduates with Ph. D. degrees a minimum 
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of $525 a month. Thus, for the same dollar, German competitors 
can obtain four times the talent we can. And research is the lifeblood 
of the chemical industry where constant change is the historical pat- 
tern. Forty percent of our current sales are of products we didn’t 
make 10 years ago. 

Building costs are at least twice as high in America as they are in 
Europe, depreciation is double here, too. Therefore, the American 
chemical industry must earn twice as much gross profit as the Germans 
in order to earn the same return on investment. 

In brief, then, all elements of cost are higher in America than in 
Europe because of the higher standard of living we have here. 

Proponents of tariff reductions are prone to dismiss the lower cost 
factors abroad with the sweeping generality that in this country we 
have a much higher rate of productivity than is enjoyed abroad and 
that this mythical higher rate of productivity offsets the lower costs 
abroad. This may be true for some industries. But the statement, 
in its entirety, is not true of the chemical industry. 

We recently were able to make a comparison with continental Euro- 
pean chemical manufacturers on three large-volume chemicals which 
both we and they make. In each instance, we had a good ton-per- 
man-hour advantage. The actual figures showed we out-produced 
them on this ton-per-man-hour rate at 5 to 1,4 tol,and2.7tol. But, 
and this is the important point, our labor costs were still higher than 
theirs. Because of lower wages, their labor cost per volume of prod- 
uct was lower than ours by 33 percent, 40 percent, and 47 percent, 
respectively. And this is important, too: those companies were not 
in Germany. Imagine how much still lower would be the labor cost 
per unit of production in the skilled and industrious German zhemical 
industry. 

I would like to turn for a moment to another factor which is pe- 
culiar to the chemical industry. There is an interrelationship in 
chemical manufacturing that is probably unmatched in any other in- 
dustry. The manufacture of one chemical inevitably causes others 
to be produced as byproducts. The low price of industrial organic 
chemicals thus depends on the efficient use of all the byproducts. 
Pressure downward on the price of one byproduct can completely un- 
balance the price structure of all others in the same chain. To cease 
selling one product in the chain would mean an upward adjustment on 
the prices of all others. 

I have emphasized this question of price pressure because it is an- 
other of the “forgotten” facets of this discussion of tariff reduction. 
Many of the proponents of tariff reduction maintain that the foreign 
manufacturers would not be able to put large quantities of products 
into our markets. They do not take into consideration the price pres- 
sure that foreign producers can exert on our economy. We estimate 
that if 10 percent of the market for a given product is priced substan- 
tially lower than the balance of the available material, this will force 
the price of all the material down. We have already felt some of 
this pressure from imports—a pressure where the price was forced 
down below our cost of teaivatactacts . Asa result, a large facility 
in which we had invested a considerable sum of money has been idled. 
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OUR SOURCE OF SUPPLY OF CHEMICALS MAY BE RELOCATED ON THE BANKS 
OF THE RHINE 


Furthermore, if foreign manufacturers can force prices below our 
costs of making goods, they can easily expand their own facilities. 
If they become successful, it wouldn’t take very long before this 
Nation’s supply of synthetic organic chemicals would be coming from 
the banks of the Rhine. 

The rate of growth of the German chemical industry should not be 
ignored. One-third of its prewar chemical industry is now in Russian 
hands. The other two-thirds—in Western Germany—is now pro- 
ducing at 178 percent of its prewar output, according to the 1952 
annual industries report from the United States High Commission 
for Germany. This same report says that German chemical exports 
in general for the first 5 months of 1953 were up 26 percent compared 
to the same period in 1952, and exports to the United States alone 
were 50 percent greater than the 1952 rate. 


AMERICAN INDUSTRY SUBSIDIZING ITS OWN COMPETITION 


I would also like to point out, too, that based on information con- 
tained in this same report, it can be shown that some of this increase 
in ability to produce was made possible by the taxpayers in the United 
States. From 1945 to January 31, 1952, the German chemical indus- 
try received over $50 million in United States economic and military 
aid with which to install modern plants and equipment. Thus, some 
of the money the American chemical industry has been paying in 
taxes since the end of the war has gone to create the competitive fa- 
cilities which now are placing great pressure on us in our own mar- 
kets. We are not now raising the question of the policy, but we must 
take into consideration its results, 


HOW THE CHEMICAL CARTELS OPERATE 


The growing European chemical industries are well organized in 
marketing their products through cartels. In West Germany, four 
companies, all of which were part of the I. G. Farbenindustrie, con- 
trol almost the entire organic chemicals production. 

In France, 2 companies have 95 percent of this field; in the United 
Kingdom, 2 organizations control 85 percent, and in Italy, 2 companies 
have 80 percent of the business. 

Yet, in the United States, the 3 largest chemical companies have 
only approximately 15 percent of the organic chemicals business. 
Methods used by the foreign cartels in the sales of all chemicals in- 
clude the establishment of exclusive marketing areas, sales below 
cost where necessary to eliminate competition, sharing of losses among 
all members and recouping such losses by restoring maximum prices 
after competition has been wiped out. Obviously, such techniques are 


in accord neither with our business traditions nor with the antitrust 
laws. 


EFFECT OF RECIPROCAL TRADE AGREEMENTS 


Beginning in the 1930’s and continuing until about a year ago, the 
United States has been steadily reducing its tariffs. Today, eri- 
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can tariffs are the lowest in our history and among the very lowest in 
the world. } 

In postwar tariff conferences, the Department of State has cut the 
tariffs on most synthetic organic chemicals by 50 percent. Some of 
these products suffered two 50-percent cuts, bringing the prevailing 
tariff on them down to 25 percent of what it was 20 years ago. In 
addition, the depreciation of the dollar has compounded the injury 
to many organic chemicals on which two kinds of duty are applied—ad 
valorem (according to the value of the product) and specific rates at 
so much a pound. When present specific rates were set up in 1930, 
the dollar was worth twice what it is today and so a 1930 specific rate 
of three and a half cents per pound would have to be raised to 7 cents 
to be as effective in 1954 as it was in 1930. 

Is it any wonder, then, that the organic chemicals industry has lost 
part of the American markets, and, as regards some products, has lost 
all profit ? 


ONE WAY STREET-—-WE REDUCE WHILE OTHERS INCREASE TARIFFS 


I might point out also that at the trade agreement conferences we 
gave away much of our tariff protection only to have other nations 
announce tariff increases. 

Just for example, at the Torquay conference in 1951, the United 
States agreed to cut its rates from 25 to 50 percent on a tenth of all the 
goods on which it charged import duties. In return, the United 
States got tariff cuts from other countries on less than a twentieth of 
all United States exports, most of them on trivial items. And as if to 
compound that paradox, 16 countries of the 30 meeting at the same con- 
ference announced tariff increases. France, for example, raised tariffs 
on 38 types of goods. 

All too often at these negotiations, America’s representatives have 
been prone to grant such concessions as a 10 percent reduction of our 
tariffs on cotton denims in exchange for a 5 percent reduction of 
another country’s tariffs on such products as Cadillacs. Moneywise, 
the two might add up to the same amount, but in terms of their effect, 
they are very different. A small percentage cut in the duty on a 
Cadillac is virtually meaningless, especially when given by a country 
that won’t issue import licenses, but a 10 percent cut in the duty on 
cotton denim makes a whale of a difference. 


RECOMMENDS THAT THE HANDLING OF TARIFF MATTERS BE RETURNED TO 
THE CONGRESS 


All of these changes have taken place under reciprocal trade agree- 
ments. These agreements which have brought about the present low 
tariffs on chemicals were entered into at times when foreign pro- 
duction of chemicals was at a low rate during the last war and the 
immediate postwar periods. These tariffs have not yet been tested 
in a period of normal chemical production abroad, nor have they been 
tested in a period of a world-surplus economy. Until the effects of 
present chemical tariff rates, and the resulting real pressure on domes- 
tic prices from the mere offering of foreign chemicals, can be gaged in 
relation to current production and consumption levels in this country, 
there should be no further reductions. In my opinion, it would be 
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desirable to have the handling of tariff matters returned to the Con- 
gress and the Tariff Commision. This, I understand, is where it was 
originally placed by the Constitution. 

I hope you will pardon me for sticking so closely to the chemical! 
industry, but due to my 39 years’ experience in it, it is the only one I 
know intimately. The principles of what I have said apply to many 
others as well. Because the chemical industry is allied so closely with 
other industries and because of its extreme importance to national 
security, Monsanto supports the maintenance of adequate chemical 
tariffs. 

Thank you, Mr. Chairman, for this opportunity to present these 
facts to you. 

Senator Martone. Mr. Curtis, I am so sorry that other members of 
the committee were not here to listen to you this morning. They are 
getting into the work of the session, and almost every one of the mem- 
bers is chairman of another subcommittee. But the statement will be 
available tothem. I think you have made one of the best statements, 
one of the most commonsense statements. that has been made before 
the committee. 

I have been looking forward to hearing the representative of your 
company, and I hardly know what additional information we could 
get from questioning. 

Mr. Curtis. If there is anything I haven’t made clear, I would be 
glad to answer questions on, if I can. 

Senator Martone. Your experience in this field does go a long way 
back. How long have you been with your company ? 

Mr. Curtis. Thirty-nine years. Time I got through, don’t you 
think? 

Senator Martone. There ought to be some reward. I was 30 years 
in the engineering business before coming here. And one thing I 
do find is that old habits are hard to break. You still get up early in 
the morning. 

Thirty-five years ago, in 1918 and 1919, I was in France and later in 
Germany, and I remember well the wave of resentment that went over 
our country, that we had never been able to get into the chemical busi- 
ness, on account of the cartels and the control of patents, and other 
framework that encompassed the industry. The Cronus, and Ger- 
many, it was just taken for granted, dominated the whole chemical 
industry. 

Then, if I remember correctly, we had an Alien Property Custodian 
that took over a lot of these patents. And while some of the experi- 
ences of the Department were not of the best, in the main, patents were 
acquired in this country, and from there on, I understand our own 
people began to develop techniques and patents of their own. 


GROWTH OF THE CHEMICAL INDUSTRY IN THE UNITED STATES 


Mr. Curtis. The patents, however, wouldn’t have done us much 
good if we hadn’t had the tariff. Patents are a little overemphasized. 
People think the chemical industry lives by patents. It doesn’t. It 
lives by know-how and by virtue of the tariff protection. 

Senator Martone. What I really meant to imply was that following 
World War I—which was my war; I was special consultant to the 
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Military Affairs Committee in the last war—following World War I, 
was really the beginning of the chemical industry in this Nation; isn t 
that true? 

Mr. Curtis. In a big way, yes. Of course, there was some chemical 
industry beforehand. 

Senator Marone. But it really was not competitive in foreign coun- 
tries and did not furnish our own market. 

Mr. Curtis. It was very small. 

Senator Martone. Unfortunately, we are a forgetful Nation, but 
those of us who went through it know that we were very short of 
chemicals in the First World War. 

Mr. Curtis. That is right. 

Senator Matone. And it was one of the objectives of this Nation to 
become self-sufficient in case of another war. You can remember the 
talk. I remember it quite well. 

Now, in your judgment, as long as our wage-living standard is much 
higher than that of any nation in the world, and our costs of doing 
business are so much greater, it would have been impossible to estab- 
lish a chemical industry, unless you had a duty or tariff making up 
that differential. It would have been impossible to establish, in the 
first place, and impossible to carry it on now. 

Mr. Curtis. That is right, sir. I believe that. 

Senator Martone. Now, I believe there is a report coming to Con- 
gress today, the Randall report, which, frankly, says we must develop 
foreign trade. And you know the old saw, that in order to sell you 
must buy. Therefore, by some miracle, they are going to, by lowering 
tariffs, allow materials to come in. And then I believe the State 
Department has said sometimes that if there is any amount of unem- 
ployment they will train these people to do something else and estab- 
lish these industries in that area. 

You have heard that talk? 

Mr. Curtis. I have heard a good deal of it. 

Senator Maronr. But what would they train the chemical industry 
people to do? 

Mr, Curtis. That is the point. It is so easy to say, “We will train 
them to become watchmakers,” but they don’t want to be trained to 
become watchmakers. They have been chemical workers all their 
lives. And you can’t take a sulpfurie acid or phosphoric acid plant 
and make anything else in it. Those plants are designed and built 
to make those things. If you are going to go into the textile business, 
you have to scrap ‘all of that, and you have to se rap all of the skills 
which have been built up. 


UTILIZATION OF GOING CONCERN CHEMICAL INDUSTRY IN NATIONAL 
EMERGENCY 


Then comes a war. What happens? Take Monsanto. For instance, 
in the last war, we had never made any explosives in our lives, because 
it is not our business, but the Army Ordnance people came out to our 
plant in St. Louis and said, “Boys, you have got to run a TNT plant.” 
All right. If we took our engineers off their operations, other com- 
panies trained them, du Pont, , particularly, and we ran a TNT plant 
during the whole war, and it was one of the best TNT plants. That 
is what you can do in the chemical industry. 
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Senator Matonr. But it would not have been possible if you didn’t 
have the trained men tostart with. 

Mr. Curtis. And if they go into other industries, you haven’t got 
them any more. 

Senator Matonr. How long does it take to train a good worker ? 

Mr. Curtis. You mean a good operating man ? 

Senator Martone. A good operating man. 

Mr. Curtis. About 5 years, I would say. 

Senator Martone. About the same time or a little longer than it 
takes to get a good college education. 

Mr. Curtis. That is right. I am talking about a good man. I am 
not talking about just one who is around the plant. I am talking 
about a good man, one who knows how to run a chlorination or some- 
thing of that kind. 

Senator Maronr. Is is the same with a machinist or people in any 
other line of endeavor. 

I was a boilermaker’s helper at one time when I was a little younger, 
and to become a good boilermaker’s helper or a good machinist it took 
4to5 years. Then when these men reach 30 to 40 years of age, isn’t it a 
little preposterous to say you are going to train them into another 
industry ¢ 

Mr. Curtis. Of course. Who wants to have to pick up, when his 
kids have gone to school and he has bought his house and paid for it 
dollar by dollar, and be pushed off some other place. 

Senator Martone. Let me ask you another question. The people in 
Washington, not the people in the Nation, I think, but the people in 
Washington, have forgotten that the first thing we established was a 
duty, in the first Congress, on certain products. I think we now 
understand more than ever that it can be done on a flexible basis that 
will give other nations equal access to our markets but no advantage. 
It can be done on the basis of fair and reasonable competition, and it can 
be set that way by the Tariff Commission. But for 175 years. roughly 
speaking, we have developed this Nation. We developed the West, 
the intermountain country. At first it looked like a desert, and it 
looked impossible for anyone to live there, to the first explorers who 
crossed it, and the Pacific States and the Northern States and the 
Southern States. Whenever an enterprising young man or anyone 
that had an idea, determined that he could compete with anyone in 
the United States and establish a business, and he got a few investors 
together and enough money to do it, then he was in business, if his 
judgment was any good. Is that right? 

Mr. Curtis. That is right. It has always been that way. That is 
the way most of our big companies started. 

Senator Matonr. That is true. And they are still starting as in- 
fant industries. 

Now, in 1934 there was an act passed that transferred the constitu- 
tional responsibility of the Congress to set the duties, imposts, and 
excises, that we call the tariffs and import fees. and transferred it 
hodily to the Executive, as it turned out, meaning the State Depart- 
ment. And the State Department immediately injected a factor in 
this 1934 Trade Agreements Act which is called reciprocal trade. I 
don’t know why. The two words don’t occur in the act and it has 
never worked reciprocally, as you know, but it was probably to sell 
this idea to the public. 
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In this act they can consider other factors besides economic factors 
on the basis of a national good to all the people. That is up to the 
judgment of the State Department, or the Executive. The State De- 
partment proceeded to make these trades, on the theory that they could 
inject a political factor, namely that they could lower a tariff and in 
return another nation would lower a tariff on something else that we 
had to sell. However the other nations would use, as you so ably out- 
lined, the quota system, trade permits, exchange permits, and manipu- 
lation of currency to prevent our exports going into their country. 
But if, in the judgment of the State Department, it was a good thing 
overall they could lower those tariffs and limit or destroy an industry 
in this Nation. 

Mr. Curtis. That is right. 

Senator Matonr. Now, the fact that they have done that, and the 
fact that they have that authority: Is that in your opinion limiting 
the investment of private capital in new businesses in this country 
now ¢ 

Mr. Curtis. I should think it would certainly be one of the main 
factors. In other words, you can’t be sure now, if you are going to 
invest in a business, just what is likely to happen to you. The rules 
can be changed. 

Senator Matong. While the ball is in motion ¢ 


WHAT’S NECESSARY TO ASSURE INVESTMENT OF PRIVATE CAPITAL? 


Mr. Curtis. Yes. And nobody is likely to be so anxious to invest 
when that situation is with us. Now, of course it is perfectly true 


that we have had a large amount of investment in spite of that. But 
I do think we would be much safer in going out for new funds if we 
could show our investors that we are in a position of stability and 
not likely to be pushed around every couple of years and have the 
rules changed. 

Senator Matone. In other words, they have changed the entire 
rules of the game. 

Now, wouldn’t you think that that had something to do with the 
potential investors acquiring the Government as a partner in some 
of their business? In other words, a short amortization period or 
a guaranteed unit price or a loan of money from a Government unit, 
so that the Government is a partner to the private investor before 
he invests? Is that a factor? 

_Mr. Curtis. It might be. I don’t think it is as much a factor as 
rising private money. 

Senator Mavone. But the factor in raising private money is, as 
we have heard the expression many times, that if the Government 
is — artner they are less likely to break you. 

r. Curtis. The Government is a very big thing, and what one hand 
does, you know, the other hand doesn’t know about. 

Senator Maton. There are some of us trying to locate the hands 
here. And this committee, under Resolution 143, has located a lot of 
them. Anda good many of them have testified here. 

Mr. Curtis. In other words, I wouldn’t feel that because the Goy- 
ernment granted me a quick amortization as a help to doing things, 
some other department of the Government wouldn’t come around and 
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kick me in the tail. Maybe that isn’t the sort of thing that should 
go in the record, but you understand what I mean. 

Senator Martone. Yes; I think it should go in the record just that 
way. 

The businessmen have soft-pedaled the effect of this act, the 1934 
Trade Agreements Act, which I understand is laughingly called 
reciprocal trade. They have soft-pedaled it, because they think it 
was an administration policy for 20 years. And maybe they thought 
if they went along with them they wouldn’t break them — so quick. 
I think it is obvious to you that they are going to break you, so the 
speed with which they do it is not important right now, but it is a 
question of getting on a basis that would make sense, so that you can 
invest private capital. 

Mr. Curtis. I thoroughly agree, Senator. It seems to me the thing 
has to be taken, case by case, and settled on a businesslike basis, and 
you need an outfit like the Tariff Commission, who can really inves- 
tigate, rather than a bunch of boys who get together at a cocktail 
party and say, “We will give you this if you give me that.” 

Senator Maron. I think that is well put. The Tariff Commission 
is an agent of Congress, and if this 1934 Trade Agreements Act 
is not renewed, it expires on June 12, and reverts to the Tariff Com- 
mission. The trade agreements already made would not be disturbed 
by that fact. They would remain in full force and effect until and 
unless the President of the United States served notice on a country 
with which a trade agreement had been made for a 6 months’ cancel- 
lation, which he can do at any time. 

But if the power to regulate tariffs on the basis of fair and reason- 
able competition, on an economic basis alone, reverts to the Tariff 
Commission, would that, in your opinion, reestablish confidence in 
private investors? 

Mr. Curtis. I say I think it would help a great deal. I think we 
probably should just. let the whole thing lapse. 

Senator Matone. And just not pass anything? 

Mr. Curtis. Just do nothing. 

Senator Martone. You see, it has been 22 years, and many people 
do not remember what happened. 

Mr. Curtis. I know. 

Senator Martone. Many businessmen iy do not remember 
what happened, and Congressmen and Senators have to stop and 
think because there is no one who was there in 1934. Therefore, they 
are trained to pass something every 3 years. They passed it first for 
3 years and then every 3 years it was extended until 1951. I furnished 
you a debate that I had on the Senate floor in 1951. 

Mr. Curtis. Yes; I read that last night. You know, you have to 
break a habit sometime. 

Senator Martone. Certainly, if it is a bad habit. 

But I was pointing out that in 1951 they extended it 2 years, last 
year | year, and it expires now on June 12. But there is such a habit 
that has been acquired of extending something, that you have to pass 
something, that many will ask you, “Well, what will we do if we don’t 
pass it, don’t extend it?” 

Well, it is just that Congress reasserts its constitutional responsibil- 
ity that it never should have relinquished in the first place. Do you 
agree with that? 
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Mr. Curtis. I certainly do. That is the simplest way of handling it. 

Senator Matone. Many believe it to be unconstitutional in the first 
place. 

Mr. Curtis. I am not in a position to say as to that, not ever having 
had any legal training. 

Senator Martone. You have men in your organization that have 
legal training and it would be helpful if you would have some of your 
attorneys study it. Some here are studying it. Because if you can 
transfer a constitutional responsibility of the legislative branch, a 
separate branch of Government, to the Executive, then you could do 
the same thing by congressional act and transfer the duties of the 
Executive to the President of the Senate, pass it over his veto, and 
leave him there without anything to do, couldn’t you? 


PROPOSED ASSISTANCE FOR INDUSTRY ENGAGED IN THE PRODUCTION OF 
STRATEGIC AND CRITICAL MATERIALS 


Mr. Curtis. I don’t know. You are now on your business and not 
on mine. I only know about the chemical industry and I don’t know 
much about constitutional law. 

Senator Martone. I don’t either. I am in the engineering business. 
So I can talk freely. But the point is, If you can do one, you can do 
the other, couldn’t you? 

Mr. Curtis. It would seem so, but I have been so fooled by these 
lawyers sometimes that I am a little careful with them. 

Senator Matone. There is a Senate bill that has been introduced, 
S. 2992. Section 4 says: 

All powers vested in, delegated to, or otherwise properly exercisable by the 
President or any other officer or agency of the United States in respect to the 
foreign trade agreements entered into pursuant to section 350 of the Tariff 
Act of 1980, as amended, insofar as they relate to strategic and critical metals, 
minerals, and materials, are hereby transferred to, and shall be exercisable by 
the Authority, including but not limited to, the right to invoke the various 
escape clauses, reservations, and options therein contained, and to exercise 
on behalf of the United States any rights or privileges therein provided for 
the protection of the interests of the United States. 


I will not dwell on this very much. Timeisshort. This continues; 
section 5 (a) : 


The Authority is authorized and directed from time to time, and subject to 
the limitations herein provided, to prescribe and establish import duties upon 
strategic and critical metals, minerals, or other materials, which will provide 
for fair and reasonable competition between domestic articles and like or 
similar foreign articles in the principal market or markets of the United States. 
A foreign article shall be considered as providing fair and reasonable compe- 
tition to United States producers of a like or similar article if the Authority 
finds as a fact that the landed duty paid price of the foreign article in the 
principal market or markets in the United States is a fair price, including a 
reasonable profit to the importers, and is not substantially below the price, 
including a reasonable profit for domestic producers, at which the like or 
similar domestic articles can be offered to consumers of the same class by the 
domestic industry in the principal market or markets in the United States. 


(b) In determining whether the landed duty paid price of a for- 
eign article, including a fair profit for the importers, is, and may 
continue to be, a fair price sasdiea subdivision (a) of this section, the 
Authority shall take into consideration, insofar as it finds it prac- 
ticable— 





748 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


(1) the lowest, highest, average, and median landed duty paid price of the 
article from foreign countries offering substantial competition ; 

(2) any change that may occur or may reasonably be expected in the ex- 
change rates of foreign countries either by reason of devaluation or because 
of a serious unbalance of international payments ; 

(3) the policy of foreign countries designed substantially to increase exports 
to the United States by selling at unreasonably low and uneconomic prices 
to secure additional dollar credits ; 

(4) increases or decreases of domestic production and of imports on the 
basis of both unit volume of articles produced and articles imported, and the 
respective percentages of each ; 

(5) the actual and potential future ration of volume and value of imports 
to volume and value of production, respectively ; 

(6) the probable extent and duration of changes in production costs and 
practices ; and 

(7) the degree to which normal cost relationships may be affected by grants, 
subsidies (effected through multiple rates of export exchange, or otherwise), 
excises, export taxes, or other taxes, or otherwise, in the country of origin; 
and any other factors either in the United States or in other countries which 
appear likely to affect production costs and competitive relationships. 

Considering all of these matters in this field that would help to 
arrive at a fair and reasonable competitive price, with the duty or 
the tariff to help make up that price, with fair and reasonable com- 
petition, what would you think of a policy of that nature that would 
be established ? 

Mr. Curtis. I think we should have anything that would put us on 
an even basis. Nobody is looking for an advantage, but I think we 
should be on an even basis with the foreigner. There may be cases 
where even that isn’t quite correct, where something important to 
the national defense must and should be made, in this country. But 
I am talking about what you might call normal commercial business. 

Senator Mavone. But in matters of national defense, and if there 
was a particular reason, like, for example, the Special Sugar Act, 
Congress could then take it up under a special consideration, could 
they not ? 

Mr. Curtis. That is right. They could. 

Senator Matone. Would you favor Congress establishing a prin- 
ciple in this manner? 

Mr. Curtis. Yes; I think I would. 

I would like to have a copy of that to take with me. 

Senator Matone. As you note, this is a very informal committee. 
There is no swearing of the witnesses. There has not been so far. 
What we want are the facts. We furnish the witness a copy of his 
testimony, and he can then make any changes for correctness and 
completeness. And I hope, then, that you will, at your earliest con- 
venience, return your testimony to us with such corrections and addi- 
tions as you may think will be helpful to the committee. 


THE STRATEGIC IMPORTANCE OF THE DOMESTIC CHEMICAL INDUSTRY 


Now, another thing. We would like to have some information 
from you, who are in the chemical business. And I admire you for 
staying with that business in your testimony, because that is what we 
always did as engineers. We would like to have a list of chemicals, 
chemical products, that are on the critical list at this time. 

Mr. Curtis. What critical list are you referring to? 
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Senator Matone. The list of strategic and critical materials re- 
quired in time of war. That is to say those which we don’t produce 
enough of for our own emergency requirements. It is prepared by 
the Office of Defense Mobilization. The chemicals that are on that 
list, and also chemicals that have been on the critical list in war time. 

Mr. Curtis. We can certainly go to the ones that were put on the 
list during the Korean war, the latest. 

Senator Matonr. We would like to know, and your judgment would 
be better than ours, even with such a list available to you: What would 
go on the critical list if we were to get into an all-out war? 

Mr. Curtis. Because since Korea, “the critical lists have come down 
a good deal. It is a question of “what if it should happen again?” 

Senator Manone. That is right. What would be on the cr itical list 
immediately if an all-out war started tomorrow. The Korean war 
list would be very helpful to us, and then your judgment as to what 
would go on the critical list if an all-out world war started. 

Mr. Curris. All right. 

(The information referred to is as follows:) 


MoNSANTO CHEMICAL CO., 
St. Louis 4, Mo., April 13, 1954. 
Hon, GEorRGE W. MALONE, 
United States Senate, Washington, D. CO. 


My Dear SENATOR MALONE: I am sorry there has been a delay in getting you 
answers to the questions that you asked me due to the fact that I have been ill 
and also because I had to send to Washington for some of the information. You 
asked particularly for a list of the chemicals on the critical list for national 
defense and which ones would go on the critical list if an all out world war 
started tomorrow. 

I do not believe they are publishing critical lists any more and if they were, 
such lists would mean very little because there are very few things that are in 
short supply at the present time. 

In order to get you something to go on, I sent to Washington for the list as of 
October 29, 1951, a photostat of which is attached. Any serious checking of this 
list as to what would go on the critical list if an all out war started is purely 
a guess. No one can tell how much will be needed under those circumstances 
and all we had in the NPA were what you might call informed guesses. Each 
of these were made after a great deal of study. I have, obviously, had no time 
to make any such studies and have merely checked off on the chemical list my 
suesses for what they are worth. I want to emphasize that these are pure 
guesses and have no factual foundation. 

You also asked me to enlarge on industries which do not have to reconvert 
in time of war. As I told you, the chemical industry in general has only the 
problem of the shifting of end uses and even then some end uses are not shifted 
at all. For instance, we sell a great deal of sulfuric acid for the treatment of 
steel. The end use of the steel will be changed but whether the steel goes into 
a building or into a battleship, it still will be pickled with sulfuric acid so, in 
the strict sense, the end use of the chemical has not been changed. On the 
other hand, products like styrene, now used to make plastics, might be shifted 
over in great measure toward making synthetic rubber. 

The textile industry is in a similar situation in that its spinning and weaving 
machinery are equally applicable to peace or wartime products and there is 
very little change except in the dyeing process for the making of a civilian 
overcoat and one for a soldier. 

These are in great contrast to those industries such as aircraft and auto- 
mobiles where quite a different type of product must be produced with con- 
siderable expense and time for retooling before production can be obtained. 

With regard to your last question on the exportability of the chemical in- 
dustry, there is no technical or physical reason why such could not take place. 
We can build and operate plants in any country in western Burope just as 
easily as we can here. The same thing is true of Japan or Australia. It 
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would be a little more difficult in less highly industrialized countries but there 
is no fundamental reason why people anywhere in the world cannot be trained 
to handle chemical operations. Obviously, management problem would be 
greater but by no means insuperable. 

We feel, however, that the exploration of the chemical industry would be 
disastrous for the future of the United States in the event of war. The first 
thing that seems to happen in every war is a scarcity of shipping so that even 
though the sea lanes were safe, which they would not be, the supply of chemicals 
for the United States would be pinched. 

If the chemical industry were located in a country subject to conquest by 
our enemies, the war would be lost in short order. 

I hope this gives you some of the information that you wanted in addition 
to my testimony. May I say also that it was a great pleasure to appear before 
you and I enjoyed every minute of it. 

Sincerely yours, 
FRANCIS J. Curtis. 


{From Business, October 29, 1951] 


Basic MATERIALS: METAL SUPPLIES TIGHTEN AS MILITARY AND DEFENSE TAKE 
INCREASES 


Supplies of metals are generally tighter as the take for the military and direct 
defense supporting industries is increased, the Defense Production Administra- 
tion said Monday in releasing its latest list of basic materials and alternates. 

There are approximately 400 materials classified into four categories: ““Most 
critical,” “in short supply,” “in approximate balance,” and “in fair to good 
supply.” Almost all metals fall into the most critical or in short supply 
eategories with two important exceptions. Steel sheet and strip have both 
eased to a point where they are now considered in approximate balance, meaning, 
according to DPA, that there is enough for defense and essential civilian 
supplies. 

However, DPA is not encouraging about the long-run availability of steel 
sheet and strip. The supply will grow short as military demand increases and 
part of the sheet and strip capacity converts to make other steel products, under 
the terms of production directives now being issued by the National Production 
Authority. 

DPA said that the sheet and strip supplies had run counter to the general 
tightening of supplies for all other forms of steel, particularly structural shapes, 
bars, heavy forgings and alloy steels. 

As for copper, DPA reported: “Copper supplies are almost dangerously short. 
Two large strikes, extreme shortage in scrap supplies and continued low imports 
caused by international prices have made cooper the most critical of all produc- 
tion metals for both the immediate and long-range outlook.” 

There is trouble ahead relating to tin, lead, and zinc supplies, DPA explained. 
The tin supplies have been reduced by the suspension of tin purchases due to 
excessive prices while lead and zine production has been hampered by strikes, 
reduced imports and inadequate scrap collection. 

The critical character of current aluminum shortages is still chargeable to 
strikes and shortage of waterpower. DPA reported that the supply picture had 
not changed materially for the so-called heavy chemicals, although a few addi- 
tions have been made to the in short-supply classification. 

Some 4,500 chemicals remain unclassified in the listing made by DPA. The 
supply picture will be analyzed for the benefit of those interested, if a direct 
inquiry is made to the Chemicals Branch of NPA in Washington. 

DPA reminded manufacturers that the primary purpose of the list is to help 
save critical materials by indicating more available alternates. Factors in 
determining supply classifications include an attempt to balance supply and 
demand. 

On the supply side, DPA looks at the availability of materials, whether the 
source is domestic or foreign, transportation needs, production capacity, and 
manpower. On the demand side, DPA first considers the needs of the military, 
defense-support programs and stockpiles and then considers the requirements 
of domestic industries and the civilian economy. 

Following is DPA’s list of basic material and alternates (official text): 
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METALS 


GROUP I-A—METALS 
(IN SHORT SUPPLY) 
(a) Nonferrous 


*Aluminum 
Beryllium 

*Copper 
Germanium 

*Lead 
Magnesium 

*Selenium 
Titanium 

*Tin 

*Zine 


(b) Precious 


Iridium 
Osmium 
*Platinum 


(c) Ferrous alloying elements 


*Cobalt 
*Columbium 
*Molybedenum 
*Nickel 
Tantalum 
*Tungsten 


(d@) Ferrous 


Bars, cold drawn: 
Alloy 
Carbon steel 
Bars and semifinished, hot rolled: 
Alloy 
Carbon steel 
Castings : 
Carbon steel 
Iron alloy gray: 
3,000 pounds 
Iron, malleable 
Steel, low alloy 
Castings, steel, high alloy: 
Corrosive-resistant 
Heat-resistant 
Die blocks 
Forgings, heavy 
Iron powder 
Pig iron, low phosphorus 
Pig iron, silvery 
Pipe: 
Seamless, all sizes 
Welded, 4 inches and over 
Plate, tin 
Plates 
Rope wire, galvanized 
Shapes, structural 
Sheet, galvanized 
Strand wire, galvanized 
Stainless steel : Nickel-bearing 


Heavy, over 


*Most critical. 


(d) Ferrous—Continued 


Tubing, seamless: 
Allow mechanical 
Allow pressure 
Carbon, mechanical 
Carbon, pressure 


GROUP II-A—-METALS 


(IN APPROXIMATE BALANCE) 
(a) Nonferrous 


Antimony 
Bismuth 
Cadmium 
Calcium 
Tellurium 


(bv) Precious 
None 
(c) Ferrous alloying elements 


Chromium 
Manganese 
Silicon (except silvery pig iron) 
Vanadium 


(d) Ferrous 


Forgings, medium 

Pipe welded: 3 inches and under 
Pig iron (other than in group I) 
Sheet (except galvanized) 

Strip 

Wire, drawn 


GROUP III-A—METALS 
(IN FAIR TO GOOD BUPPLy) 
(a) Nonferrous 


Mercury 


(b) Precious 


Gold 
Palladium 
Rhodium 
Silver 


(c) Ferrous alloying elements 


Boron 
Titanium (ferro) 
Zirconium 


(d) Ferrous 


Castings: Gray iron (light and inter- 
mediate weights) 

Forgings, small 

Stainless steel: Straight chrome 

Tool steel 

Tubing, welded: Carbon, mechanical 
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GROUP I-B—CHEMICALS 


(IN SHORT SUPPLY) 


Acetylene 

Allethrin 

Alkyl phenols 

Alpha picoline 
Calcium-carbide 
Carbon bisulphide 
Carbon tetrachloride 
Chlorine 

Chloroform 

Cobalt salts and driers 
Copper-8-hydroxyquinolinolate 
Copper chemicals 
Cvclohexanol 
Dihydroxdichlorodiphenylmethane 
Diphenylamine 
Ethylene oxide 

Freon 
Hexylresorcinol 
Hydrofluorie acid 
Iron oxide yellow 
Lithium salts 

Methy! chloride 
Methvlene chloride 
Naphthalene 
Naphthenic acid 
Nickel salts 

Nicotinie acid 

Nylon, plastic type 
Orthophosforic acid 
Oxygen 
Paraclorophenol 
Paranitrophenol 
Phenol 

Phosphate plasticizers 
Phosphorus 

Phthalie anhydride 
Polyethylene resins 
Polytetrafiuorethylene (Teflon) 
Pyrethrum 

Pvridine 

Ouinoline 

Resorcinol 

Resorcinol resins 
Sebacic acid 
Selenium compounds 
Stvrene 

Sulfur 

Sulfuric acid 
Thiokol-polymers 


GROUP II-B—CHEMICALS 


(IN APPROXIMATE BALANCE) 


Acetic acid 

Adipie acid 

Alkyd resins 
Ammonia: Anhydrous 
Aniline 
Anthraquinone dyes 
Barium chemicals 
Benzene 


CHEMICALS 


GROUP II-B—CHEMICALS—Ccontinued 


Boric acid 

Carbon black 
Cellophane 

Chrome green 
Chrome orange 
Chrome molybdate orange 
Chrome yellow 
Cresols and cresylic acids 
i Dt. 
Ethanolamines 
Ethyl cellulose 
Ethyl! chloride 
Ethvlene dichloride 
Ethylene glycol 
Formaldehyde 
Glycerine 

Hydrogen peroxide 
Hydroquinones 
Isoprophyl alcohol 
Tead chromate 
Load oxide, red 
Litharge 

Maleic anhydride 
Melamine 
Melamine resins 
Methanol 

Nitrie acid 
Paradichlorbenzene 
Pentaerythritol 
Perchlorethylene 
Phenolie resins 
Polyvinyl acetate 
Polvvinyl alcohol 
Polvvinyl butyral 
Polvester resins 
Sodium chlorate 
Sodium eyanide 
Sodium hydrosulphite 
Sodium metal 
Sulfadiazine 
Snlfathiazole 
Sulfur chloride 
Titanium pigments 
Toluene 
™richlorethylene 
Urea 

Xylene 


GROUP ITI-B——-CHEMICALS 


(IN FAIR TO GOOD SUPPLY) 


Amy] acetate 
Amv! alcohol 
Benzaldehyde 
Pen7vene hexachloride (BHC) 
Benzyl] alcohol 
Penzyl benzoate 
Borax 

Rordeaux mixture 
Rutyric acid 
Calcium arsenate 
Calcium chloride 
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CHEMICALS—continued 


GROUP ILI-B—CHEMICALS—continued GROUP Ill—-B—CHEMICALS—continued 


Naphtha 
Nicotine sulfate 
Nitrogen gas 
n-Oetyl alcohol 
Polystyrene 
Polyvinyl chloride 
Proptonie acid 
Rosin 

Rotenone 
Shellae 

Soda ash 
Succinie acid 
Turpentine 
Urea resins 


Casein 

Caustie potash 

Caustie soda 

Cellulose acetate 

Cellulose butyrate 

Cuprie aceto arsenite (Paris green) 
Detergents syn. 

Epsom salts (magnesium sulfate) 
Ethers (except dichlorethylether ) 
Pthyl alcohol 

Iodine 

Lead arsenate 

Methyl Bromide 

Methacrylate 


LUMBER AND WOOD PRODUCTS 


GROUP I-C 
(IN SHORT SUPPLY) 


Cedar: Port Oxford 

Cypress 

Douglas fir, thick clears 

Eucalyptus: Ironbark 

Pine: Southern, Longleaf, upper grades 

Plywood: Softwood exterior 

Teak 

Wood products, treated: Piling, 50 feet 
and longer 


GROUP II-C 
(IN APPROXIMATE BALANCE) 


Hardwoods, upper grades: 
Alder 
Ash 
Basswood 
Beech 
Birch 
Cherry 
Chestnut 
Cottonwood 
Dogwood 
Elm 
Hickory 
Lignum vitae 
Magnolia 
Mahogany 
Maple 
Oak 
Red gum 
Sycamore 
Tupelo 
Walnut 
Yellow poplar 
Plywood: Softwood, interior 
Softwoods (conifers) upper grades: 
Cedar: 
Alaska 
Incense 
Western red 


39888—54—pt. 10-49 


GROUP 11—c—continued 


Softwoods (conifers) upper grades— 


Continued 
Douglas fir (except thick clears) 
Fir: 
Balsam 
White 
Hemlock 
Larch 
Pine: 
Lodgepole 
Ponderosa 
Southern (except Longleaf, up- 
per grades) 
Sugar 
White 
Redwood 
Spruce: 
Englemann 
Sitka 
Wood products, treated : 
Piling, shorter than 50 feet 
Poles, 40 feet and longer 
Railroad ties 


GROUP III—© 
(IN FATR TO GOOD SUPPLY) 


Cork 
Hardwoods, lower grades: 


Alder 
Apple 
Ash 
sJasswood 
Beech 
sirch 
Cherry 
Chestnut 
Cottonwood 
Elm 
Hickory 
Lignum vitae 
Magnolia 
Mahogany 
Maple 
Oak 
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LUMBER AND WOOD PRODUCTS—continued 


GROUP I111—c—continued 


Hardwoods—Continued 
Persimmon 
Red gum 
Sycamore 
Tupelo 
Walnut 
Yellow poplar 
Plywood: Hardwood 
Rattan 
Softwoods (conifers) lower grades: 
Cedar: 
Alaska 
Incense 
Western red 
Douglas fir 
Fir: 
Balsam 
White 


GROUP 111—c—continued 


Softwoods (conifers) lower grades— 
Continued 

Hemlock 

Larch 

Pine: 
Lodgepole 
Ponderosa 
Southern 
Sugar 
White 

Redwood 

Spruce: 
Engelmann 
Sitka 

Wood products, treated: 
Mine timbers 
Poles, shorter than 40 feet 
Posts 


TEXTILE, LEATHER AND BRISTLE 


GROUP I-D 


(IN “HORT SUPPLY) 


Feathers and down (waterfowl) 
Nylon bristle: Tapered 
Silk: Noils and waste 
Vegetable tanning materials: 
Chestnut 
Quebracho 
Wattle 


GROUP II-D 
(IN APPROXIMATE BALANCE) 


Abaca (Manila) 
Acetate rayon: Staple 
Cotton goods: Combed wind-resistant 
Cotton: 

Duck 

Tire cord 

Webbing 
Glass fiber: Yarn, staple 
Henequen 
Hides and Skins, domestic 
Hog bristles 
Nylon: 

Filament 

Staple 


Vegetable 


GROUP 11—p—continued 
Sisal 
tanning materials 
than in Group I) 
Viscose rayon: Staple 
Viscose rayon, high tenacity: 
Cord 
Cord fabric 
Filament yarn 


(other 


Wool, new 


GROUP III—D 


(IN FAIR TO GOOD SUPPLY) 


Acetaterayon: Filament yarn 


Coir: Coir yarn 


Cotton goods: not listed elsewhere 
Cotton linters (chemical grade) 


Flax 


Horse hair 


Istle 
Jute 
Nylon bristle: Level 


Silk (other than noils and waste) 


Sunn 
Viscose rayon: Filament yarn 
Wool: 

Reused 

Reprocessed 


MISCELLANEOUS 


GROUP I-E—MISCELLANEOUS 


(IN VERY SHORT SUPPLY) 


GROUP I-E—MISCELLANEOUS—Ccontinued 


Diamonds, industrial: Bort 
F luorspar, acid 


Asbestos: 
Chrysotile: 
fibers 
Shingle and paper fibers 
Amosite 
Beryl ore 
Corundum: Wheel grain 


Graphite, natural: 
Crucible flake 
Madagascar flake 
Graphite, artificial: Electrodes, anodes 
and special shapes 
Graphite, Ceylon: High carbon amor- 
phous lump 


Crude and spinning 
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MISCELLANEOUS—continued 


GROUP I-E—MISCELLANEOUS—continued 


Kyanite 
Mica: 


Muscovite block and film, good 


stained and better 
Bookform splittings 
Rare earths 
Refractories : 
Shapes, coke-oven 
Bricks, insulating 
Rubber: 
Guayule 
Natural, dry 
Synthetic 
Tale: Indian block, lava grade 
Wood pulp 


GROUP II-E MISCELLANEOUS 
(IN APPROXIMATE BALANCE) 


Abrasives, synthetic: 
Silicon carbide 
Aluminum oxide 
Carbon electrodes: Electric furnace 
Diamonds, industrial: Stones 
Diatomite : 
Calcined powder 
Caleined brick 
Natural brick 
Fluorspar: Metallurgical 
Glues, animal 
Magnesite 
Mica: 
Phlogopite, block 


Senator Matong. Now, I think you may have covered it. 
very much interested in your testimony. 


ing it. 
remember the highlights. 


This was not my principal business. 
the civil and electrical field, mining. 


GROUP II-E MISCELLANEOUS—continued 


Mica—Continued 
Muscovite block and film (stained 
and lower) 
Muscovite splittings 
Paper 
Paperboard 
Quartz crystals (MBS Grades I and IT) 
Talc: Ground, including steatite 


GROUP III—-E—-MISCELLANEOUS 
(IN FAIR TO GOOD SUPPLY) 


Asbestos, Chrysotile: Shorts and waste 

fibers 
Barite 
Bentonite 
Celestite 
Clays: Ball, fire and china 
Diatomite: Natural powder 
Emery 
Feldspar 
Flint 
Fuller’s earth 
Garnet 
Paper, waste 
Pumice 
Pyrophyllite 
Rubber : 

Reclaimed 
Natural, latex 

Rutile 
Topaz 
Tripoli 
Zircon 


I was 
I will be interested in read- 


And I don’t read much testimony, because, generally, you can 


My principal interest was in 
You mentioned the various 


occupations and industries, chemical, glass, watches, that are converted 
immediately in whole or in part to war industries. 


Could you enlarge on that? 


Mr. Curtis. What I was trying to express: You hear a great deal 
about the assembly line type of industry. 


Senator Martone. That is right. 


Mr. Curtis. The assembly line type of industry is completely dif- 


ferent from ours in every way. 
just study that industry. 


war. 


Jnfortunately, most of the economists 
For them to change, just like when they 

out a new car, it takes them months to retool. 
all. Sulfuric acid is made today for peace. 


But we don’t retool at 
Tomorrow it is made for 


Senator Matonr. It is made exactly the same? 


Mr. Curtis. Exactly the same. 


There is no change. 


Senator Matonr. But perhaps you could enlarge a little more, even 


outside of your own industry. 
tries, like glass. 


You did mention several other indus- 
We know, for example, that glass has many uses. 
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Mr. Curtis. The basic materials would not be changed. Of course, 
you would be making something different; the converter, as they call 
it. You would be m: aking a different piece of something out of glass. 
But the glass itself would be the same. 

Senator Matone. Now, another thing. We have seen heavy 
emphasis placed by special writers on the fact that with our know- 
how and machinery, “We don’t, of course, fear competition.” I would 
like for you to enlarge on this field just a little. Isn’t our know-how 
and knowledge and machinery available any place on earth ? 


SHOULD WE CONTINUE TO EXPORT OUR CHEMICAL INDUSTRY? 


Mr. Curtis. Of course, every one of us, Senator, think we know a 
little bit more than the next fellow. But when you come right down 
to it, in general, you are correct. In other words, the Germans, in 
general, have as much knowledge of chemical processing as we. 

Senator Matone. But if tomorrow the Monsanto Chemical Co. 
was going to establish a factory in Germany, how would you do it? 
Wouldn't you send your best technicians first, and then, when you 
decided what kind of a plant, wouldn't it be the latest kind of a plant? 

Mr. Curtis. Surely. Every plant we build is on the basis of the 
most modern designs we have. ‘The newer plants always have a little 
jump on the older one. 

Senator Matonr. But you could build the same kind of plant in 
Germany as you could in St. Louis? 

Mr. Curtis. Absolutely. 

Senator Martone. T hat i is something that is not clearly understood. 
I have spent some time in practically every nation of the world except 
Russia. I spent some time in South Africa 

Mr. Curtis. What you really want is something on the export- 
ability of the chemical industry? 

Senator Matone. That is right. 

Mr. Curtis. I can take you down to a plant in South Wales which 
we built ourselves, which you would swear was in Texas. And it is 
just the same type of plant you see in Texas. 

Senator Martone. When you build such a plant, don’t they take 
some of your technicians? T would call them in the mining business 
shifters and superintendents. You call them something else. 

Mr. Curtis. Well, we send men over to start the thing up. But they 
train the Englishmen. We don’t keep the Americans over there. 

Senator Matong. Then isn’t an Englishman or a Scotchman or an 
Trishman 

Mr. Curtis. The Irishmen are better. 

Senator Martone. Well, we would think so, no doubt. But, after 
a few months’ work, it can be taken care of just as well by almost any 
foreigner as by an American? 

Mr. Curtis. We do it. It isn’t a question of theory. We have got 
English plants. 

Senator Martone. You would be surprised—or maybe you 
wouldn’t—how many people in the United States do not understand 
that. And in the Sunday magazines and the articles and all—— 
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ON THE BANKS OF THE RHINE 


Mr. Curtis. That is why we keep saying that the chemical industry 
can be exported to the banks of the Rhine. There is no reason under 
God's heaven why you couldn't. 

Senator MaLone. And will you say it will be if there is no protec- 
tion for it? 

Mr. Curtis. It will be if the going gets tough. 

Senator Mavone. Do you think it is going to get tough if they 
lower the tariffs? 

Mr. Curtis. That is the way it looks to me. 

Senator MAtone. Then that will move it to the banks of the Rhine. 

Mr. Curtis. Right. 

Senator MALoneE. It might not even be confined to the Rhine. 

Mr. Curtis. I wouldn’t say it will be necessarily the Rhine. Some- 
one might choose to put it in France or Belgium. But what does 50 
miles mean ? 

Senator MALonr. You are a great comfort to me. The trouble is 
that you have made my speech. 

Mr. Curtis. Well, I will never say a word if you repeat it. 

Senator MaLone. This committee is now completing its hearings. 
That. is, in probably another week there will be the last witnesses we 
will hear, except in special cases. Our counsel, Mr. Adlerman, I have 
had busy over the last couple of weeks doing nothing but just studying 
and digesting information. 

Your testimony will be forwarded you immediately, and if you 
will, then, please edit it and return it. 

Mr. Curtis. I will be glad to do it as soon as it gets there. 

Senator Martone. And if you could study with your people the 
material that we have discussed and if you could make some rec- 
ommendations from your own standpoint as to what you think is 
necessary to stabilize the economic structure of this country, we will 
be grateful to you. 

There are people in this country who think the way to have poten- 
tial peace is to divide the markets, with finally, all the world living 
alike. 

There are a couple of us who believe all you would have to do 
would be to destroy our economic structure, and then we could not 
protect ourselves, let alone anyone else. And it would be the end 
of us finally. 

But there is a sharp cleavage of opinion. And we can no longer 
ignore it. 

The reason I do not mince words is because many people who are 
heads of companies now are more or less recent comers. They had 
nothing to do with the organization of the companies. They are 
more or less like a football coach at a college. They know they have 
to win games or be fired; they know they have to pay their investors 
every year or be fired. They have been doing that for 22 years. 
But the time has now come, in the opinion of the chairman of this 
subeommittee, only one of the 96 Senators, when we must make the 
choice in this country whether we are going to preserve our economic 
structure on a sound principle that will attract private investments 
and help every other nation all we can, like you do your neighbors 
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in a community, if you are doing a little better than the average, or 
whether we are just going to cut loose and divide everything with 
them. 

Some of us believe we had better take care of what we have if we 
are going to continue as a nation. 

I can’t emphasize too much that you take back to your company— 
and I know Mr. Queeny, your chairman of the board, and admire 
him very much—that now is not the time to soft-pedal it. 

Mr. Curtis. Thank you, sir. 

It was very nice to see you. 

(Whereupon, at 10:05 a. m., the hearing was recessed, subject to 
the call of the Chair. ) 





STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


APRIL 6, 1954 


Unrrep States SENATE, 
SPECIAL SUBCOMMITTEE ON MINERALS, 
MATERIALS, AND Fuets EcONOMICS OF THE 
CoMMITTEE ON INTERIOR AND [INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met at 2 p. m. in room 224, Senate Office Build- 
ing, Washington, D. C., Senator George Malone presiding. 

Present: Senator Malone. 

Also present: George Holderer, subcommittee staff engineer. 

Senator Martone. The subcommittee will be in order. 

Frank Lilly, who has long headed the Prospectors and Miners 
Association, is with us. I have known Mr. Lilly for many years. 
He has been connected with mining operations all of the time that 
[ have known him. He not only has. very specific ideas on production 
of the strategic and critical minerals and materials we are concerned 
with in this committee, but also has some very definite ideas on mone- 
tary policies, which is not exactly in the line of fire of this committee 
except as it might affect general principles. 

Mr. Lilly, the Senate Resolution 143, with which I am sure you are 
familiar, directed this committee to determine availability of critical 
materials te this Nation in time of war for our expanded economy and 
security. 

Now there is a list, approximately 77, of these critical materials, 
minerals and materials, 30 or a little more are in the agricultural 
field. The Secretary of Agriculture has appeared before the com- 
mittee and has done a very ‘good job for us in not only analyzing the 
availability, present availability, but what might be done to look 
ahead to increase the available supply. 

The same thing is true of the Bureau of Mines of the Department 
of the Interior. We have had four cabinet members before us at 
different times, the Secretary of Defense, the Secretary of Agriculture, 
Secretary of State and the Secretary of the Interior. All have been 
very cooperative. 

Now we have much testimony from General Wedemeyer, General 
Fellers, Major de Severski, General Johnson, General Twining, and 
others. 

The summation of all that testimony—we have not studied iv all but 
we are in the process—it seems to add up that the Western Hemi- 
sphere is going to be in plentiful supply of such materials in case of 
an all-out fourth world war, I am calling it, and any increase on an 
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economic basis we could make in this country makes them all the 
more available because from South America you have to come through 
the Caribbean if you are on the water and that is a troublesome area 
in time of war though they think they can whip that in a reasonable 
time. 

What I call on an economic basis is that the producers in this 
country, the investors and the workingmen in the business, are 
probably entitled—there is a difference of opinion in this country 
on that point—are entitled to the protection through duty as the Con- 
stitution of the United States calls it and fixes that responsibility in 
the Congress. It was transferred, of course, to the executive through 
the 1934 Trade Agreements Act, which has been extended and will 
expire now, June 12—but fixes that duty on a flexible basis or tariff 
on the basis of fair and reasonable computation, meaning they are 
entitled to protection up to the difference in wages, taxes, “and other 
pertinent factors including the efficiency of the workingmen between 
this country and the chief competitive nation and fix that as a legis- 
lative principle through Congress in the same manner that the Con- 
gress fixed the princ iple of fixing freight rates and created the great 
Interstate Commerce Commission that they should fix freight rates on 
a reasonable and fair return on investment. I served 8 years on the 
regulatory commission in Nevada. It has been their job many years 
to fix it on an economic basis, that differential just deectibed. The 
1934 Trade Agreements Act, called reciprocal trade though the two 
words do not occur in the act, in transferring it to the “legislative 
branch it was put on the basis of overall nation: ral good and the State 
Department then immediately injected the political factor. They 
could trade part of an industry here through lowering tariffs to get 
something they consider is either political or tangible, they are entitled 
to do that and have done that. 

I consider you beyond just an ordinary miner, you have studied 
all these questions, and the committee will be very much interested 
in your sum-up of the situation, your slant on all these things that 
have happened to retard production in this country, so if you have 
a written statement you may read it, comment on it, and put it in the 
record or in any way you want to do it. You may identify yourself 
for the record and proceed. 


STATEMENT OF FRANK LILLY, SPOKANE, WASH. 


Mr. Litty. My name is Frank Lilly of Spokane, Wash. For about 
35 years—15 in New York City and 20 in Spokane—I have specialized 
as a research statistician gathering and analyzing facts and figures on 
the production and uses of the monetary metals, gold and silver, and 
the base metals, copper, lead, and zinc. 

I am a member of the American Mining Congress, Northwest Min- 
ing Association, Idaho Mining Association, Colorado Mining Associa- 
tion, Black Hills Mining Association, Mining Association of Montana 
and the Prospectors and Small Mine Owners Association which is 
the largest association of its kind in the United States. For the last 
16 years I have been executive secretary of the Prospectors and Small 
Mine Owners Association and have been officially authorized to speak 
for the association at this hearing on S. 2992 which would create a 
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Strategic and Critical Materials Authority with the power to pre- 
scribe and establish import duties that would provide for fair and 
reasonable competition between foreign and United States producers 
of the strategic and critical metals. 


PROSPECTORS’ ROLE 


I assume that each of you gentlemen recognizes and fully appre- 
ciates the primary importance of the prospector and small-mine owner 
because it was they who found and developed the prospects and small 
mines that became the big mines without which neither of the two 
world wars could have been waged and won by the Allied armies. 

At this point I feel that I should emphasize that every one of these 
mines was originally developed by private enterprise and with funds 
obtained from the public. There was, when the great mines of today 
were discovered and put into production, no Federal restrictions on 
financing and no Federal aid—just private initiative and free enter- 
prise. We also had at that time a government sympathetic to mining. 

By contrast we now have in this country multiple Federal and State 
restrictions which in the guise of protecting the investor have made it 
almost impossible to raise funds for either prospecting or development 
of a small mine. It is true that the Federal Government has in the 
last few years made some loans for the development of mines produc- 
ing strategic and critical minerals but only a very few of the small 
mines have been able to meet the Government’s requirements in the 
way of matching funds. 

n the other hand, the Government for nearly a decade past has 
been freely and generously supplying taxpayers’ money for develop- 
ing and equipping mines in foreign countries around the world and 
its spokesmen have recently been urging the American public to invest 
their private savings in foreign enterprises. 

Meanwhile, prospecting and small mine development in the United 
States has dropped to the lowest level in the history of this country, 
and as of today, I dare to state without fear of successful contradic- 
tion, that there are in my State of Washington more Federal and State 
employee geologists, metallurgists, mining engineers, mining security 
regulatory officials and their staffs than there are prospectors in the 
hills and mountains. This comment is no reflection upon any of these 
employees because most of them are doing a good job in their respective 
fields of service—but they are not prospecting. 

The importance of the prospector is highlighted in the book In 
Search of Soviet Gold by John D. Littlepage, an American mining 
engineer, who was employed in the early twenties by the Russian 
Government to head a large staff of United States and European min- 
ing engineers who were assigned the task of finding and opening up 
mines for the production of gold . 

Mr. Littlepage tells how the Russian officials, discounting the im- 
portance of the prospector on the assumption that the experts would 
do a far better job, took the prospectors out of the hills and put them 
to work in the factories. To aid Mr. Littlepage and his staff the 
Russians assigned their brightest young men engineering graduates 
and students and at the same time provided liberal funds and gave him 
a free hand. But as Mr. Littlepage freely admits the best efforts of 
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the trained experts were a flop insofar as finding new mines was 
concerned. 

Thereupon the prospectors were released from the factories, placed 
ona salary and put back in the hills but this effort also failed. Finally 
they turned the prospectors loose on the old private initiative and free 
enterprise plan and with this incentive the new mines were found 
which within a few years put Russia in third place among the world’s 
gold-producing countries. 

You may find the foregoing statement about the prospector hard 
to believe, but read the book. 


POWER OF GOLD 


Incidentally, Russia has used her gold, which is small in compari- 
son with United States Treasury holdings, with so much effectiveness 
that, as Governor Dewey pointed out, Russia has been able “without 
firing a single shot or losing a single soldier” to extend its monetary 
and economic sphere to where it now embraces nearly 900 million 
people, most of whom were formerly in the British and/or United 
States monetary and economic spheres. Truly gold is power. 

In my capacity of president of the American Constitutional Money 
Association, extending over a 26-year period, it has been my job to 
keep myself and association members informed on the production of 
gold and its monetary use throughout the world, and I am fully con- 
vinced that there is not the remotest danger of Russia flooding the 
world with gold. There is, however, great danger in the fact that 
both Russia and Great Britain can, by giving gold a higher working 
value in their economies, as they are now doing, than we give the 


metal in our economy, greatly limit our world trade—even, I fear, 
to the point of bringing on a domestic depression. 

We already have, as you gentlemen well know, a depression in the 
lead and zine mining industry of this country, and this is pie’ 


due to the higher economic measure of value given to gold by the 
devaluation of Great Britain’s pound sterling and the currencies of 
the large number of countries in its economic sphere which embraces 
more than half of the world’s total population. United States Gov- 
ernment financing of foreign mining enterprises has been no more 
than an incidental factor. That is my opinion. 

I find that very few people know that the measure of value given 
to gold in Great Britain’s economy or, in other words, the United 
States equivalent of the London gold price on the basis of conversion 
at legal monetary parity is not $35 an ounce but $102.17 an ounce as 
will be seen by the following: These figures were compiled from re- 
ports of the Director of the United States Mint. I have photostatic 
copies of the letter that they wrote me giving me these figures. The 
figures speak for themselves, and it is not necessary for me to take 
up your time, but note the number of increases that have been made. 
Even after President Roosevelt increased the price of gold in this 
country there have been seven British increases in the form of de- 
valuations, the latest having been in September 1949. 

(The table follows :) 
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Comporicen ad Uateas. States and British prices 


United States || | United States 
| equivalent of | equivalent of 
trerpee | London price || | premee Lordon price 
‘price | (conversions at || i A oe (conversions at 


| rice 
| legal monetary | p | legal monetary 


parity) parity) 





$69. 21 
69. 21 
69. 21 
69. 21 
69. 21 
: : f cea. 69. 21 
1005 Suc ioe ele ede nd | 58. ! 946 !__ : i 70. 96 
190R ccnbancdas : 57. 947___. ; a al 70. 96 
1007 fc cent Jiésauds q 57. 98 é , | y q 70. 96 
1000 4. abieidate sends! : 58. 73 949 3 4 é 70. 96 
1939 1. > é 3. 58 950 | 102.17 





! Increases. 

2 New gold pound parity $8.24 in February. 

§ After Sept. 18, devaluation $102.17. 

Above figures compiled from report of Director of the United States Mint. 


Mr. Litiy. It has been erroneously assumed that the lead and zine 
that Great Britain has sold at prices which have depressed the United 
States market for these metals was from stockpiles bought by Great 
Britain with Marshall aid funds, but, while this may have been the 
case initially, it has certainly not been true in recent months. More- 
over, almost no lead or zinc is produced in the British Isles and most 
of the output of these metals produced in its dominions is consumed 
either in the dominions or by Great Britain’s industry. 

Where then and how does Great Britain get the metals it sells to 
the United States? 

Great Britain’s main money crop in trade is cotton textiles, espe- 
cially calico which clothes more than three-fourths of the world’s 
peoples. British manufacturers get most of this business through 
long-established avenues of trade and are aided and abetted by Brit- 
ain’s effective control of most of the world’s currencies. Another 
factor is that Great Britain’s manufacturers produce less costly cali- 
cos with the result that a Moroccan, for example, can get 3 yards of 
British calico for what 1 yard of United States standard calico would 
cost. 

Great Britain naturally gets the business which is paid for with its 
customers’ products which in a number of cases is lead. By the way, 
these figures on Morocco’s lead production appeared in the Washing- 
ton Star yesterday. In 1939 Morocco produced 3,500 tons of lead. In 
1945 it produced 15,500. In 1948, 39,000; in 1950, 65,900; in 1952, 
115,000 tons, which puts them ahead of Idaho, the second lar gest pro- 
ducer in the United States and probably exceed the present rate of 
production in Missouri. 

You will note that the 1953 figures are not given but if they in- 
creased proportionately as they did in previous years or even back 
to 1950, they would exceed anything that we have in the United States 
in the way of comparable area. I happen to know a man who was sent 
from the United States to put those Moroccan properties into pro- 
duction and he tells me that the average grade of ore over there is 
almost three times the average grade here in the United States. 
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TITO ALSO 


Then, of course, we financed Tito’s Yugoslavia, and other countries, 
and from these sources increasing amounts of lead and zinc have been 
coming from mines developed and equipped with loans and/or gifts 
from the United States. 

The surplus metal which Great Britain receives in trade on which 
it has made a barter profit in the calico trade, is sold in the United 
States market and on balance paid for in gold at $35 an ounce which 
is in turn put to work in the British economy on the basis of $102.17 
an ounce, thereby in effect yielding Great Britain a second profit. 

This is the real answer to why and how Great Britain has been able 
strictly on a legitimate business basis to undersell United States indus- 
try not only on lead and zine but on some equipment for our big north- 
west dams and an increasing number of other products including, for 
example, even chocolate candy which on a comparative quality level 
can be bought for as little as one-third the United States price. This 
is hard to believe but a fact, nevertheless. 

It is high time to face the facts and especially the fact that the 
situation calls for quick action not only on lead and zine but also 
on the measure of value that must be given in terms of its working 
value to our gold in our economy in order to reestablish in this country 
the sound monetary system which is the first requisite of a sound econ- 
omy and the protection of our people and our industries from the man- 
agement and manipulation of foreign currencies which enables foreign 
nations to undersell us both in our country and abroad. 


FAVORS 8S. 2992 


I unqualifiedly favor the speedy enactment into law of S. 2992 
as an important step in the right direction of protecting the people 
of the United States against unfair competition through the manipu- 
lation of foreign currencies in terms of gold. 

Mr. Lauuy. I weuld like to add this comment. We must not over- 
look Russia in this connection and the possibilities of Russia getting 
into our markets indirectly through other countries. 

There has been no secret about the fact that Russia has recently 
done business with Great Britain on an increasingly larger scale. 
Russia uses its gold in buying from Great Britain as it can get in 
Great Britain about three times as much for its gold in terms of goods 
and what it wants to buy as it could if the gold were sent to the United 
States. 

Now we must also bear in mind that the world’s monetray systems 
are like all Gaul, today divided into three parts. There is the British 
sterling bloc extending over a population of approximately a billion 
three hundred million, the Russian ruble bloc with approximately 
900 million, leaving the United States at the tail end and actually 
dominating in its dollar bloc only about 250 million. It is true that 
our dollar is welcomed abroad but this only because of what it will 
buy in this country and not because of its intrinsic value. 

I am under the impression based upon what I think is very good 
information, that Russia is using gold in her economy at the figure 
somewhere around $130 an ounce. I wish I were privileged to tell 
you gentlemen the man from whom I obtained that figure, but I can 
tell you he was a former Ambassador to Russia. So whereas in 1933 
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and 1934 we had only to consider the higher working value that Great 
Britain was giving to gold in her economy at that time, we must now 
consider the higher working value that Russia is giving to gold in its 
economy. 

I wish to emphasize that in my judgment we must somewhere down 
the line take into consideration the higher measure of value given to 
gold, in the foreign economies, especially Great Britain and Russia. 

Thank you. 


CURRENCY MANIPULATION 


Senator Martone. Mr. Lilly, that is very interesting. By the way, 
I will introduce at this time into the record the conditions contained 
in Senate bill 2992 under which the committee to be created there 
would operate—that is, the factors they could consider, which in my 
opinion at the time of the introduction of the bill, it would be subject 
to hearings, contained all the factors that they would need to take 
into consideration. 

It stipulated that they could take into consideration the manipula- 
tion of the price of the currency, they could take all this matter into 
consideration of the affected price, no matter who did it. However, 
that would be simply an added thing that probably would not be 
necessary if we were ourselves on the gold standard. That would be 
more or less regulated in the background. But one of the reasons, of 
course, that we are being outtraded is simply because we make these 
trade agreements on an ironclad basis and lay down the conditions 
that we are unable to violate, but the foreign nation with which the 
trade agreement is made can manipulate its currency for trade advan- 
tage, it can use the quotas, it can use the trade permits and exchange 
permits, specifications, and every subterfuge known to an experienced 
international trading nation to evade the responsibility under the 
agreement that they have made. They are not really trade agreements, 
they are agreements to lower tariffs. They lower tariffs on one thing 
and we lower it on something else. 

They immediately through the manipulation that has just been 
outlined defeat the very thing they are supposed to do through lower- 
ing of their tariff. 

As a matter of fact, we just take what comes for our part of the 
trade. 

You find those conditions starting with section 2 and ending at the 
end of section 3. 

Mr. Litty. You, Senator Malone, are the only individual and your 
bill is the only bill I have seen that has taken into consideration this 
manipulation of the currencies and the different kinds, the number 
of currencies which Great Britain is able to control, not only the cur- 
rency of Great Britain itself but some 49 countries. 

Senator Martone. I thought it was fifty-some countries but regard- 
less of that setup, they do control through the sterling bloc area a 
system of empire preferential rates which of course, controlling a large 
part of the world, can favor England, itself, the mother country, 
through that preferential rate structure and it is considered legal by 
us and it might just as well be that there was a law that your competi- 
tor could deal in counterfeit money. I want to amend what part of 
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on goes in. Put in sections 2, 3, and 4—that goes to the end of 
the bill. 
(The bill follows:) 


[S. 2992, 83d Cong., 2d sess.] 


A BILL To encourage and assist the production of strategic and critical metals, minerals, 
and materials in the United States, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That as used in this Act the term “strategic 
and critical metals, minerals, and materials” means any metal or mineral ore or 
concentrate not fabricated into finished form, and any other material, which is 
determined to be strategic or critical under section 2 (a) of the Strategic and 
Critical Materials Stockpiling Act. 

Sec. 2. It is declared to be the policy of the Congress to develop and promote 
the production of strategic and critical metals, minerals, and materials within 
the United States so that such metals, minerals, and materials will be available 
to the Nation in time of war and to relieve the United States from dependency 
upon foreign areas for such strategic and critical metals, minerals, and materials, 
the transportation of which in time of war would be difficult or impossible. 
It is necessary and essential that a proper economic climate be created or exist 
to encourage the development and production of our strategic and critical metals, 
minerals, and materials. Such economic climate would enable the United States 
to maintain a going concern critical minerals and materials industry within the 
United States in time of peace which can supply the Nation with such strategic 
and critical metals, minerals, and materials in time of war. To create such 
favorable economic climate and to accomplish the other objectives of this Act it 
will be necessary to reestablish a principle in the regulation of import duties 
on strategic and critical metals, minerals, and materials to provide for fair and 
reasonable competition between foreign producers and domestic producers. 

Sec. 3. (a) There is hereby created a Strategic and Critical Minerals and 
Materials Authority, to be composed of the Secretary of the Interior, the Secre- 
tary of Defense, the Secretary of Commerce, the Secretary of the Treasury, and 
the Chairman of the United States Tariff Commission (hereinafter referred 
to as the Authority), which shall have the powers conferred by this Act with 
respect to any strategic and critical metal, mineral, and material whenever the 
Authority certifies that such strategic and critical metal, mineral, or material 
requires relief as authorized herein. 

(b) The Authority may, subject to the civil-service laws, appoint such em- 
ployees as it deems necessary to carry out its functions under this Act and 
shall fix their compensation in accordance with the Classification Act of 1949, 
as amended. 

(c) There are hereby authorized to be appropriated such sums as may be 
necessary to carry out the provisions of this Act. 

Sec. 4. All powers vested in, delegated to, or otherwise properly exercisable 
by the President or any other officer or agency of the United States in respect 
to the foreign trade agreements entered into pursuant to section 350 of the 
Tariff Act of 1930, as amended, insofar as they relate to strategic and critical 
metals, minerals, and materials, are hereby transferred to, and shall be exer- 
cisable by the Authority, including but not limited to, the right to invoke the 
various escape clauses, reservations, and options therein contained, and to exer- 
cise on behalf of the United States any rights or privileges therein provided 
for the protection of the interests of the United States. 

Sec. 5. (a) The Authority is authorized and directed from time to time, and 
subject to the limitations herein provided, to prescribe and establish import du- 
ties upon strategic and critical metals, minerals, or other materials, which will 
provide for fair and reasonable competition between domestic articles and 
like or similar foreign articles in the principal market or markets of the United 
States. A foreign article shall be considered as providing fair and reasonable 
competition to United States producers of a like or similar article if the Au- 
thority finds as a fact that the landed duty paid price of the foreign article in 
the principal market or markets in the United States is a fair price, including 
a reasonable profit to the importers, and is not substantially below the price, in- 
cluding a reasonable profit for domestic producers, at which the like or similar 
domestic articles can be offered to consumers of the same class by the domestic 
industry in the principal market or markets in the United States. 
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(b) In determining whether the landed duty paid price of a foreign article, 
including a fair profit for the importers, is, and may continue to be, a fair 
price under subdivision (a) of this section, the Authority shall take into con- 
sideration, insofar as it finds it practicable— 

(1) the lowest, highest, average, and medium landed duty paid price of 
the article from foreign countries offering substantial competition ; 

(2) any change that may occur or may reasonably be expected in the 
exchange rates of foreign countries either by reason of devaluation or be- 
cause of a serious unbalance of international payments ; 

(3) the policy of foreign countries designed substantially to increase 
exports to the United States by selling at unreasonably low and uneconomic 
prices to secure additional dollar credits; 

(4) increases or decreases of domestic production and of imports on the 
basis of both unit volume of articles produced and articles imported, and 
the respective percentages of each; 

(5) the actual and potential future ration of volume and value of imports 
to volume and value of production, respectively ; 

(6) the probable extent and duration of changes in production costs and 
practices; and 

(7) the degree to which normal cost relationships may be affected by 
grants, subsidies (effected through multiple rates of export exchange, or 
otherwise), excises, export taxes, or other taxes, or otherwise, in the country 
of origin; and any other factors either in the United States or in otheri 
countries which appear likely to affect production costs and competitive 
relationships. 

(ec) Decreases or increases in import duties designed to provide for fair and 
reasonable competition between foreign and domestic articles may be made by 
the Authority either upon its own motion or upon application of any person or 
group showing adeguate and proper interest in the import duties in question: 
Provided, however, That no change in any import duty shall be ordered by the 
Authority until after it shall have first conducted a full investigation and pre- 
sented tentative proposals followed by a public hearing at which interested par- 
ties have an opportunity to be heard. 

(d) The Authority, in setting import duties so as to establish fair and reason- 
able competition as herein provided, may, in order to effectuate the purposes of 
this Act, prescribe specific duties or ad valorem rates of duty upon the foreign 
value or export value as defined in sections 402 (c) and 402 (d) of the Tariff 
Act of 1930 or upon the United States value as defined in section 402 (e) of said 
Act. 

(e) In order to carry out the purposes of this Act, the Authority is authorized 
to transfer any article from the dutiable list to the free list, or from the free list 
to the dutiable list. 

(f) Any increase or decrease in import duties ordered by the Authority shall 
become effective ninety days after such order is announced: Provided, That any 
such order is first submitted to Congress by the Authority and is not disapproved, 
in whole or in part, by concurrent resolution of Congress within sixty days 
thereafter. 

(g) No order shall be announced by the Authority under this section which 
increases existing import duties on foreign articles if the Authority finds as a 
fact that the domestic industry operates, or the domestic article is produced, in a 
wasteful, inefficient, or extravagant manner. 

(h) The Authority, in the manner provided for in subdivision (c) and (f) in 
this section, may impose quantitative limits on the importation of any foreign 
article, in such amounts, and for such periods, as it finds necessary in order 
to effectuate the purposes of this Act: Provided, however, That no such 
quantitative limit shall be imposed contrary to the provisions of any foreign 
trade agreement in effect pursuant to section 350 of the Tariff Act of 1930. 

(i) For the purpose of this section— 

(1) The term “domestic article” means an article wholly or in part the growth 
or product of the United States; and the term “foreign article” means an article 
wholly or in part the growth or product of a foreign country. 

(2) The term “United States” includes the several States and Territories 
and the District of Columbia. 

(3) The term “foreign country” means any empire, country, dominion, colony, 
or protectorate, or any subdivision or subdivisions thereof (other than the 
United States and its possessions). 
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(4) The term “landed duty paid price’ means the price of any foreign article 
after payment of the applicable customs or import duties and other necessary 
charges, as represented by the acquisition cost to an importing consumer, dealer, 
retailer, or manufacturer, or the offering price to a consumer, dealer, retailer, 
manufacturer, if imported by an agent. 

(j) The Authority is authorized to make all needful rules and regulations 
for carrying out its functions under the provisions of this section. 

(k) The Secretary of the Treasury is authorized to make such rules and 
regulations as he may deem necessary for the entry and declaration of foreign 
articles with respect to which a change in basis of value has been made under 
the provisions of subdivision (d) of this section, and for the form of invoice re- 
quired at time of entry. 


HELP FOR RUSSIA 


Mr. Litiy. May I point out, in view of Mr. Burgess’ statement at 
the recent gold hearing, that he was afraid that we were going to 
help Russia, by raising the price of gold in event it was raised, that 
actually under our present proc edure we are helping Russia because 
Russia, as you well know, gets around us anyway by trading with 
Great Britain and other European countries and thus their products 
compete with our markets. 

Senator Matone. You will remember, no doubt, I believe it was in 
1949 or 1950, that I put 96 trade treaties in the record that the 
Marshall-plan countries had made and were then living up to, if 
you will, fulfilling, treaties with the Iron-Curtain countries and 
Russia, selling everything from tool steel to engines and ball bearings, 
everything needed. 

It has not diminished but has increased. Now, of course, the great 
pressure is on for a further increase. Just all kinds of trade with 
Communist China and Russia. Of course, when the businessmen of 
the United States begin to feel the pinch as they are now and the pinch 
gets great enough there will be pressure from here to trade with Com- 
munist China and Russia. If you are going to help financially the 
European nations and other nations dealing with Russia there is 
really no real reason why we should not trade with her freely. 

Now will you explain again for the bene fit of the record just how 
this gold m: :nipul: ition is handled for the benefit of the trade where 
they actually receive a value of $117 an ounce or whatever price you 
mentioned when, as a matter of fact, $35 an ounce is all they can 
get in cash. 

Mr. Liutty. Well, I will go at this in a lefthanded way. I am often 
asked, do you mean to tell me I can go over to Great Britain with 
an ounce of gold and get $102.17 in United States paper currency ? 
The answer to that question is “No,” but you can get $102.17 worth 
of goods with that ounce of gold if you were permitted as an American 
citizen to take gold from this country over there, because as this 
statement from the United States mint shows, you can get 248 shillings 
for an ounce of gold and, due to the fact that labor costs over there, 
material costs, and so forth, have not increased, so that you could buy 
the equivalent of $102.17 an ounce. 

Senator Martone. The price in 1930 would have been $20.67 an 
ounce ¢ 

Mr. Liuuy. That is right. Eighty-four shillings 12 pence in 1930 
as compared with 248 shillings today. 

Senator Matone. How many shillings in a pound? 
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Mr. Litty. Twenty. You see, they revalued their gold in 1934 
which we did not do in the same respect. That is to say that they 
revalued the unit so that the pound parity of gold was brought up 
to $8.24. I have put into my statement the ts abulated figures as I got 
them from the United States mint, and I have called particular atten- 
tion to the fact that since the price of gold was raised to $35 an ounce 
in this country in 1934, there have been : seven British currency devalu- 
ations whereby it took each time more shillings to buy an ounce of 
gold or, in other words, an ounce of gold would buy more shillings. 

Senator Matone. That is clear in the table? 

Mr. Linuy. Yes. 

Senator Martone. But they do buy the shillings or the pounds for 
the gold and then spend the pounds? 

Mr. Luuy. Yes. 

Senator Martone. And it is true that with each exchange they 
increase the price of gold? 

Mr. Litty. Right. Now you could do even better than $102.17 an 
ounce. You could, for example, go out in the black market over there 
and do better and you could buy some forms of British bonds where 
the exchange value would be enhanced. In other words, it would 
in some instances bring the value of British pounds down to around 
$1.80, increasing the buying power of gold proportionately. 

I wrote you last May and gave you those figures, as furnished by 
Prof. Eugene Hesz, of ‘Detroit University. 

(The information follows :) 


May 20, 1953 
Hon. Grorce W. MALONE, 
United States Senate, Washington, D. C. 


Dear GEoRGE: Because they are pertinent to your position on the Trade Agree- 
ment Act, I am quoting some excerpts from a speech recently delivered in the 
Canadian House of Commons by the Hon. Rodney Adamson, as follows: 

“The chief stumbling block to world trade is the lack of convertibility of cur- 
rencies, and that supreme evil, exchange control. The employment of exchange 
control, quotas, embargoes and all the other devilish devices of scarcity is the 
inevitable result. If a currency is to be convertible it must be convertible free- 
ly, and the price in terms of other currencies must be decided by the action of 
the market. To peg a currency and employ control to keep it at that point is 
like using a fever thermometer which is stuck at 99 degrees. 

“Never in history has exchange control brought anything but ruin. Exchange 
control is a form of price fixing applied to money. The government attempts to 
fix the rate at which its nationals are allowed to buy its paper currency in 
terms of other currencies. The result of this is that, if the price fixed is too 
high, there is a shortage of other currency. It further creates a chronic excess 
of imports over exports, which has to be prevented by such measures as em- 
bargoes, quotas and absolute prohibition of imports. It diverts production into 
wrong channels by reducing relative incentives to export. It makes it more 
desirable to export to soft-currency countries than to hard-currency countries 
where there is greater competition. It encourages the continuance of internal 
inflation ; it destroys the safety valve readings by which people can measure the 
extent of inflation and the degree of world confidence in the currency. 

“The sterilized hoards of gold, whether held by governments or by private 
individuals, do nobody any good; and it is the evil genius of the money managers, 
particularly in the central banks, which has brought this about. They were 
ardently encouraged by politicians of all parties who, by managing the cur- 
rency, could show at least on paper a fictitious condition of prosperity. 

“Tt is in this regard that the sterilization of gold is doing so much harm. 
The world’s currencies must have a common denominator, and that common de- 


3988s— 
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nominator must be freely available to the holders of the world’s currencies. In 
no other way can true international convertibility be brought about. To bury 
gold in a national fortress, in a private hoard in Tangiers, in a bank in Paris 
or in an old sock under the bed is to destroy its power to help world trade. 

“Many of the present critics of gold and some economists have overdone the 
danger of individual gold holdings. With proper functioning, monetized hold- 
ings are not sterilized hoards in the ordinary sense but are rather the base on 
which sound paper currency is issued. 

“The prime agency destroying the usefulness of gold and delaying free con- 
vertibility of currencies is the International Monetary Fund. It seems ironic 
that this body, set up primarily to bring about convertibility, has acted as the 
greatest deterrent to this and to world trade. 

“The other action of the International Monetary Fund, which is obvious, has 
been to prevent any use being made of $23 billion worth of gold held idle in Fort 
Knox. The slogan, “Trade, not aid,’ will be nothing but a pious hope unless some 
method is found by which the present nonfree or controlled currencies can be 
made freely convertible. 

“With the passing of every year the amount of monetary gold available de- 
creases and thus makes international trade that much more diffieult. It is esti- 
mated, even by figures published by the International Monetary Fund, that gold 
made available for monetary purposes runs a bad third behind gold for industry 
and gold for hoarding. 

“The figures for gold going into national treasuries or to central banks show a 
rapid decline, both in total as well as in percentage of production. Prior to the 
war gold production ran at about a billion to a billion and a quarter dollars per 
annum, based on the $35 United States price. It has shown a decline of about 
20 to 25 percent in the last 10 years.” 

By the way, Prof. Eugene Hesz, of Detroit University, is quoted in the Com- 
mercial and Financial Chronicle of May 7 last, as saying that there are “today 
over 60 different types of blocked, half-blocked, and unblocked British pounds.” 

Our friends who are producing lead and zine have for some reason overlooked 
the fact that the low prices of those metals are due, in part at least, to the fact 
that Great Britain, through the controls it exercises over the pound, can and does 
undersell us in many countries, thus obtaining in trade the lead and zine which 
is subsequently sold to us. In turn, Great Britain gets paid the amount of the 
trade balance in gold which has a working value in Britain’s economy equivalent 
to $102.17 an ounce. It goes without saying that as long as that condition exists 
a tariff that would effectively protect lead and zine is out of the question—the 
real fault lies in managed currencies. 

I am working toward fulfilling your request for my views on sound money and 
will be sending the result along when finished. You no doubt heard President 
Eisenhower's frequent reference to sound money and a sound dollar in his speech 
last night, which, by the way, gave me an inkling as to what I believe he considers 
sound money to be. 

If I accurately interpret his thinking, he believes that all that is necessary 
to achieve a sound dollar is a balanced budget. That, as you well know, is not 
the case, and I expect to bring this out more definitely in the statement that I 
will soon submit to you. 

Kindest regards from all of us. 


Sincerely, 
FRANK LILLY. 


LEGISLATIVE DESIGN 


Senator Martone. Now, this bill of mine, S. 2992, is designed to do 
for strategic metals, minerals, and materials what would normally 
be done by the Tariff Commission; in any case, there would be done 
by special act what would normally be done in any case by the Tari‘f 
Commission under the Tariff Act as it now stands. 

Not all of the things could be done under the Tariff Act as it now 
stands, but most of them, if the 1934 Trade Agreements Act—named 
reciprocal trade, as I often say, to sell free trade to the American 
people—were allowed to expire June 12. The Tariff Commission, an 
agent of Congress, laid down in section 336 of the Tariff Act, is the 
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specific instruction to the Tariff Commission that they determine the 
cost of producing an article here, not the highest or lowest cost, but a 
fair cost, and the fair cost of producing that same article or a substi- 
tute article in the chief competing nation, and that is recommended 
to be the tariff. 

In doing that they can take in many of these factors. But they 
have no authority to do that now until such time as the 1934 Tariff 
and Trade Agreement Act is allowed to expire. Now, if it is allowed 
to expire and go back to the Tariff Commission, all the trade agree- 
ments that have been made remain in full force and effect until and 
unless the President of the United States would notify the country 
with which such trade agreement has been made—6 months’ notice of 
cancellation. 

Then as he did that the Tariff Commission would be supreme again 
as an agent of Congress working on an economic basis with no politi- 
cal factor indulged in, as the State Department does under this act, 
and doing that under the guise of the national good that it is better 
to trade one industry, the lead industry, we will say, to some nation 
for some concession or for some other industry. 


LET 1934 TRADE AGREEMENTS ACT EXPIRE 


Now, did you cover in this statement—if you did, you need not 
answer the question unless you want to enlarge on it—what do you 
think should be done to the 1934 Trade Agreements Act ? 

Mr. Litzy. It should be repealed, absolutely. 

Senator Matonr. Allowed to expire? 

Mr. Litiy. Yes; allowed to expire. 

Senator Matonr. If you do not extend it, it automatically expires ? 

Mr. Liuty. Yes. 

Senator Matonr. Some people have the wrong idea that Congress 
has to pass something. Congress was trained like a dog jumping 
through a hoop. If they are told this act is going to expire at mid- 
night, they will immediately pass something and extend it. 

It would have died in 1937 if it had not been extended each time. 

Now, do you believe, as laid down in this bill, that it says: 

The Authority is authorized and directed from time to time, and subject to 
the limitations herein provided, to prescribe and establish import duties upon 
strategic and critical metals, minerals, or other materials, which will provide 
for fair and reasonable competition between domestic articles and like or similar 
foreign articles in the principal market or markets of the United States. 

Mr. Litty. Absolutely, that is plain commonsense. 

Senator Martone. In other words, you want a fair and reasonable 
competitive duty or tariff, flexible, adjusted up or down as the econo- 
mies of our country and their country vary ? 

Mr. Liutxy. Yes. 

Senator Matone. Now that would give them equal access to our 
market with no advantage. You think that 1s all they could ask for? 

Mr. Lazy. It certainly is. 

Senator Mavonr. Of course, in this negotiation and determining 
this did you take wages, taxes, efficiency of labor, many other lesser 


factors are taken into consideration. You agree with that? 
Mr. Liuty. I do. 
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DEPLETION ALLOWANCE 


Senator Martone. Now I will ask you—I have introduced another 
bill extending the depletion allowance to 27.5 percent, the same as it 
is on oil and gas, for all strategic and critical minerals. A critical 
mineral is named by the War Department. It means we do not pro- 
duce enough of it. To induce private capital to go into the business 
we extend the de pletion allowance from 15 percent on all minerals to 
27.5 percent. Do you believe in that system? 

Mr. Latty. I do. It certainly is unfair to do it just for oil. If it is 
the thing to do there then it should be done for not only the strategic 
metals but also for gold which I think is a highly strategic metal. 

I see no reason why a miner should not be protected to the same 
extent as an oil producer. He is in a business where each day that 
he takes something out of the ground, there is less left, and be it gold, 
silver, or whatever metal it may be, he is entitled to the same protec- 
tion that the man who takes oil out of the ground is. 


INCENTIVE CLIMATE 


Senator Matonr. With the depletion allowance he takes out what 
he knows is there but the depletion allowance is so expended, money 
in finding new material. Of course history shows, does it not, and 
bears out the fact that the way to increase reserves is to create a cli- 
mate, an investment climate, so that there is some money to be made 
in such investments and therefore private money continues to go in 
the business and you are finding continually more reserves in addi- 
tion and above what you now have. 

Isn’t that the history of mining? 

Mr. Litxy. That is true and there is an angle to that fact that is 
very important. It is practically impossible today with the restric- 
tions upon mine financing by the Government and by the States to 
raise any funds to speak of and if we who are engaged in dev eloping 
mines were given a larger depletion allowance we could offer an in- 
ducement that might offset the expense and problems involved in 
raising funds for the opening up of new mines. 

Senator Martone. In order to induce such investments to be made 
by the investing public there has to be an investment climate estab- 
lished in that business ¢ 

Mr. Lay. That is right. 

Senator Martone. It has been established pretty well and I think I 
can say to you although we have not completely studied the evidence 
that uranium now discovered in five States is being held back because 
of tax problems. They mine 4 or 5 months in the year because they 
deplete all their reserves without profit and get into a bracket where 
there is no profit, and with the national and local tax laws it is just 
almost impossible to get money to continue. 

Now if those tax laws could be modified so that there is a gr eater 
depletion allowance so that maybe like Canada there would be 1, 2, or 
years’ profitable operation before taxes start, many people believe ind 
1ave so testified that the uranium supply would increase tremendously 
in 3 to 5 years in this country. 
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Now it comes down to a point of making these materials available 
tous. So the general testimony is adding up to this effect. If we laid 
down the basis of fair and reasonable competition for foreign trading, 
having a duty or tariff on such materials as the tariff commission might 
determine—establish that fair and reasonable competitive basis so 
that they have equal access to our markets with no advantage and 
trade with anybody on that basis all over the world. Then conduct 
these necessary experiments through pilot plants, laboratory work and 
experiment for substitutes and replacements for certain metals, cer- 
tain metals are interchangeable, then the last resort is to stockpile the 
more material you can of a going concern, mining industry, producing 
these things the less you have in a stockpile, but the stockpile balances 
your going concern in the metals themselves and the substitutes and 
replacements. 

SELF-SUFFICIENCY 


Many people believe there should be some organization in the Con- 
gress, watching and pushing these developments until we reach the 
point that we are self-sufficient in the Western Hemisphere in time of 
war and then I do not mean you get all your materials from the Western 
Hemisphere, you trade on the basis of fair and reasonable competition 
worldwide, but it takes you out from under blackmail like India. 

If they say you must sign this further agreement or we will stop 
your shipment of manganese out of there, we can say, if we have our 
Western Hemisphere supplies developed, we are sorry that you do not 
want to trade with us but we do not need your manganese, but they, 


knowing that, would never say they would stop it in the first 


In like manner, if our potential enemies, Russia, supposedly, knew 
that within weeks or a reasonable length of time we could become self- 
sufficient in everything we need to fight they would never get the idea 
that by cutting off the manganese in India, or the columbium in 
Algiers or the tin in the Mak: ayan States that they could whip us. 

Some of us believe if we get the titanium we need to make long- 
range bomber planes, faster planes, and could drop a bomb seven or 
eight thousand miles away we probably would not have a war for 50 
years but if we continue to be dependent on the offshore areas for 
things you cannot fight without or live without, and you cannot protect 
yourself from the Western Hemisphere, you are probably riding 
toward a war, 

Mr. Luxy. I agree with your reasoning absolutely. The number 
of that other bill is what? 

Senator Ma.onr. It is on the depletion allowance and is S. 3227. 
I will give you this bill. All it does is to say it is deelared to be the 
policy of the Congress to develop and promote the production of 
strategic and critical metals and minerals within the United States 
so that such metals and minerals will be available to the Nation in 
time of war and to relieve the United States from dependency upon 
foreign areas for such strategic and critical metals and minerals, the 
transportation of which in time of war would be difficult or impossible. 

It is necessary and essential that a proper economic climate be created or 


exist to encourage the development and production of our strategic and critical 
metals and minerals. Such economic climate would enable the United States 
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to maintain a going concern critical minerals industry within the United States 
in time of peace which can supply the Nation with such strategic and critical 
metals and minerals in time of war. To create such favorable economic climate 
and to accomplish the other objectives of this Act it is necessary to provide 
favorable economic climate for the minerals industry which supplies such 
strategic and critical metals and minerals. 

Sec. 2. Section 114 (b) (4) (A) of the Internal Revenue Code (relating to 
rates of percentage depletion for coal and metal mines and for certain other 
mines and natural deposits) is hereby amended—- 


and then the minerals and materials are named here that would come 
under it. Then following the naming of all these materials under 
section 2, 27.5 percent of it, in other words, it establishes the 27.5 
percent just as in the oil business. 

I will be glad to have you take this bill. I am going to ask that at 
this point—it is very short—that the bill, itself, beginning with line 1 
on page 1 and ending with line 13 on page 3 be included in the record 
at this point. 

It is Senate bill 3227. 

(The bill follows :) 


[S. 3227, 88d Cong., 2d sess. ] 


A BILL To encourage and assist the production of strategic and critical metals and minerals 
in the United States by allowing a larger percentage depletion therefor 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That it is declared to be the policy of the 
Congress to develop and promote the production of strategic and critical metals 
and minerals within the United States so that such metals and minerals will be 
available to the Nation in time of war and to relieve the United States from de- 
pendency upon foreign areas for such strategic and critical metals and minerals, 
the transportation of which in time of war would be difficult or impossible. It is 
necessary and essential that a proper economic climate be created or exist to en- 
courage the development and production of our strategic and critical metals and 
minerals. Such emonomic climate would enable the United States to maintain 
a going concern critical minerals industry within the United States in time of 
peace which can supply the Nation with such strategic and critical metals and 
minerals in time of war. To create such favorable economic climate and to 
accomplish the other objectives of this Act it is necessary to provide favorable 
economic climate for the minerals industry which supplies such strategic and 
critical metals and minerals. 

SEo, 2. Section 114 (b) (4) (A) of the Internal Revenue Code (relating to 
rates of percentage depletion for coal and metal mines and for certain other 
mines and natural deposits) is hereby amended— 

(a) by striking out, in clause (ii), “asbestos,” ; 

(b) by inserting in clause (iii) after ‘metal mines” the following: 
“(except as provided in clause (v))”; 

(c) by striking out, in clause (iii), the following items: “bauxite,”, 
“flake graphite,”’, “beryl,”, “mica,”, and “tale (including pyrophyliite) ,” ; 

(d) by striking out “and” at the end of clause (iii) and by inserting 
“and” at the end of clause( iv) ; and 

(e) by inserting after clause (iv) a new clause as follows: 

““(v) in the case of antimony, asbestos, bauxite, beryl, bismuth, cad- 
mium, celestite, cobalt, columbite, tantalite, copper, corundum, fluorspar, 
graphite, kyanite, lead, manganese ore, mercury, mica, molybdenum, 
nickel, platinum and plantinum group metals, quartz crystals (radio 
grade), tin, tungsten, vanadium, zinc, uranium, thorium, talc, ilmenite, 
rutile, and zirconium, 2714 per centum,”. 

Sec. 8. The amendments to the Internal Revenue Code made by section 2 of 
this Act shall be effective only with respect to taxable years beginning after 
December 31, 1953. 


Senator Martone. With these two bills, I will ask you: If they are 
both passed, what do you think the position of the mineral industry 
would be? 
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CONSIDERS GOLD CRITICAL 


Mr. Litty. Certainly, in the case of the strategic and critical metals 
it would meet the problem. I am in favor, absolutely. I only wish 
to point out that we must, somewhere down the line, consider gold a 
critical metal in view of a probable fact which I have not been able 
as yet to get anyone to admit. This is that we have, in my judgment, 

far less gold than it is generally assumed that we own or, in other 
words, less gold than the United States Treasury figures indicate. 

In this connection, I cite this fact. Between 1934 and 1940, our 
gold holdings, as reported by the United States Treasury, increased 
from approximately $8 billion to a little over $22 billion, or in other 
words, by $14 billion. 

In that period, however, our excess exports amounted to only 
$3,005 million. So the question immediately arises: Where did we 
get that other $11 billion of gold? Some of it came in—about $1,800 
million—in the form of e: irmarked gold. The other gold, however, i is 
not identified as to source. 

Now, it must be borne in mind in this connection, that during this 
period gold was nationalized by China; taken away from the people 
just about as it was in this country, except that we have no proof 
of that gold still being in China, nor of its being in Formosa. 

I am strongly of the opinion that this gold is being held here, and 
is included in the gold reported by the United States Treasury but not 
really owned by it. It seems reasonable to me that the Aga Kahn and 
some of the Indian potentates and other foreigners have sent large 
amounts of gold here for safekeeping. Or in other words, they have 
deposited the gold as you would deposit money in the bank. The 
bank (U.S. Treasury) holds the gold but does not own it. In no 
other way can I explain the total amount of gold as given in the 
United States Treasury reports. 

Senator Matone. Have you ever written the Treasury and asked the 
question ¢ 

Mr. Lixty. I have. 

Senator Matonre. What did they tell you? 

Mr. Luxy. I got no specific information. 

Senator Matonr. Why don’t you write the chairman of this com- 
mittee a letter? This might be an extraneous matter. 

Mr. Litxy. I will be delighted to do so. 

Senator Martone. The chairman is interested. Write him a letter, 
asking in detail what you want to know and particularly cite the spe- 
cific information you seek and I will see if that information is in the 
Treasury. I shall prepare a letter and send it to the Treasury of the 
United States. 

Mr. Litiy. I think you will get this sort of an answer 

You will be told that the gold is held for the account of the Federal 
Reserve. I have been given to understand that the Federal Reserve— 
and it is from the Federal Reserve reports that I get most of the 
information I do get—that the gold is held for depositors, so to speak, 
of the Federal Reserve and that, naturally, they cannot disclose in- 
formation on their accounts any more than a bank can disclose such 
information. 
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A gentleman on the White House staff whom I know very well, has 
faithfully tried to run the facts down for me and this is as near as I 
could come to an answer to my question about how much goid this 
country actually owns. 

Senator Martone. Now then, I will say to you apparently the Euro- 
pean countries, recipients of the Marshall plan, ECA, mutual security, 
and many other sources of taxpayers’ money of the United States, 
that they could take that money and buy gold from the Treasury and 
did under certain conditions. Do you think that is true? 

Mr. Litty. I do. 

Senator Martone. Of course, an American citizen could not take the 
same money and get gold. 

Mr. Litiy. No, he could not. 

Senator Martone. Do you see anything unfair in these two bills, one 
of them establishing the basis of fair and reasonable competition for a 
flexible duty or tar iff on strategic and critical minerals and the other 
one, a 27.5 percent depletion allowance on the metals and minerals that 
the Defense Department pronounces to be critical ? 

Mr. Litiy. Definitely not, I see nothing unfair. 

Senator Matonr. They might all be based on the national defense ? 

Mr. Litxy. Yes. 


ENTITLED TO PROTECTION 


Senator Matonr. In other words, the accessibility and availability 
of these materials in time of war. Then under these bills a maximum 
production on an economic basis could be brought about in this Nation, 
meaning—I use the term on an economic basis that the investor and 
the workingman in this business are entitled to protection up to and 
including the difference in the wages and taxes and efficiency and all 
between here and the chief competing nation. It seems to me that 
that is leaning over backward to be fair, giving them equal access to 
our market with no advantage. 

What do you think about it? 

Mr. Litiy. That is good economic commonsense. 

Senator Marone. On the basis of policy on the principle that 
could not be varied on account of any political advantage or disad- 
vantage that this country might be put to and it would not be up to 
the judgment of a Cabinet officer who might get up on the wrong side 
of the bed some morning and break everybody in a certain business; 
there is no human judgment in it except the human judgment of the 
Tariff Commission as to what that differential is. That is getting it 
down to a minimum. It is not very difficult because under this bill 
you can take into consideration if vou are unable to determine through 
subsidization and other manner of subsidizing their exports just w hat 
their costs are. 

You can take their landed duty, declared costs, or their offered-for- 
sale price in this country. 

In other words, you have got it right in front of you. 

Now, in the matter of the depletion, it would only apply to the stra- 
tegic and critical materials and minerals as so announced by the Na- 
tional Defense Department. 
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Mr. Latiy. Of course, I would go further, bearing in mind too, 
as you well know, Senator, that the great lead and zinc mines and 
a large number of our mines now in the class of strategic mines were 
found when the prospeciors were looking for gold. 

Senator Martone. There is no question about that. As a matter of 


) fact, most great mines in the United States—and I presume it holds 
) true in foreign countries where I do not have the personal knowledge 


that I have here—it would be found if you trace back that the mine 
was found, if you could not say by accident, at least it was a miracle 
of some kind that it was found. 

You are either looking for something else as they were looking for 
another mineral entirely i in Idaho when ‘they found that great tungsten 
mine during World War II—they were drilling for, ‘what was the 
| metal ? 

Mr. Liniy. Wasn’t it antimony ? 

Senator Martone. Yes. They dropped right into the greatest tung- 
sten mine known in the U nited States. They say when Butler dis- 
covered the silver mines of Tonopah that he was played out, dis- 
couraged, and broken and laid down to rest and his burro was trying 
to feed on sagebrush. The burro was discouraged, too, but he raked 
across a rock and raked off a piece of it with the pack saddle. Butler 
picked it up and looked at it and had it assayed and nearly went crazy 
because there was the silver mines of Tonopah. 


PROFIT INCENTIVE 


The basis of the whole thing is when a thing is profitable, when the 
industrial investment climate is created, you have hundreds of people 
looking and there is a greater chance for such a discovery to occur 
whether it is by design or by accident. 

Mr. Litiy. I might point out in that same connection that the gold 
mines of the wor Id, specifically in South Africa, are one of our chief 
sources of uranium now and more recently Homestake has been pro- 
ducing some uranium although not from its gold ores; I want to be 
fair about that. 

Senator Martone. They are in the same area. 

Mr. Liry. They are in the same area; yes. 

Senator Martone. Same formation. 

Mr. Liuxy. I have the feeling that what would stimulate gold and 
silver prospecting might lead to important developments in the stra- 
tegic metals. 

Senator Matone. The greatest thing probably in the stabilization of 
money is something this committee does not intend to follow through. 
They are holding hearings i in the Banking and Currency Committee 
on these gold bills, but the stabilization of the money immediately 
does away with the printing of money at random and a dissolute 
Congress cannot just go ahead and -print more money than it can collect 
in taxes. 

It cannot continue to go in debt and cause inflation. It has to have 
some basis. There are many things that some of us believe would 
be cured by a sound money, and we believe i in it, but you have covered 
quite a few of the things here that might make it much easier for a 
tariff commission or any commission created by Congress to venslote 
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a ~ trade to deal with the subject. We thank you very much, 
r. Lilly. 

You will have access to your testimony. You can get it tomorrow. 
You can make any changes or additions for completeness and accuracy 
and any suggestions you care to make. 

We thank you very kindly for your efforts here and if you think of 
anything else you think would be helpful to the committee I would 
appreciate your furnishing it to us. 

Mr. Litty. I appreciate the opportunity. 

(The following additional information was furnished by the 
witness :) 


PROSPECTORS AND MINE OWNERS ASSOCIATION, 
Spokane, Wash., April 9, 1954. 
Hon. Grorce W. MALONE, 
Chairman, Minerals, Materials, and Fuels Economics Subcommittee of the 
Committee on Interior and Insular Affairs, United States Senate, 
Washington, D. C. 


Dear SENATOR: I have been instructed by the executive board of the Prospec- 
tors and Small Mine Owners Association to tell you it is our unanimous judg- 
ment that: 

(1) The Reciprocal Trade Agreements Act should be allowed to expire at the 
end of June this year ; 

(2) We agree that your bill S. 2992 provides a very sensible and practical 
way to establish prices on strategic and critical metals—one that will be fair 
both to foreign and domestic producers of these metals, and we urge its speedy 
enactment into law; 

(3) We regard the provisions of your bill S. 3227, which would give producers 
of strategic and critical metals the same depletion allowance of 2714 percent 
that is given to oil producers, as both proper and fair, because mines, like oil 
wells, are a wasting asset and a depletion allowance sufficient to encourage 
the prospecting for and the development of new domestic sources of supply 
is highly necessary. 

The executive board has read the statement and testimony made to your com- 
mittee by our executive secretary, Mr. Frank Lilly, and we support it in full, 
with emphasis on the fact that gold is, fundamentally, more strategic and 
critical than any other metal because with gold all the other metals can be 
obtained and without gold to back them up, so to speak, the effectiveness of 
other metals becomes greatly limited. 

The board wishes also to emphasize the fact that the gold-mine prospectors 
and gold producers have been, since 1942, in a depression that has, without 
question, involved a far greater loss to the economy of our country than has 
the lead-zine depression to date. 

Respectfully, 
A. M. Loaespon, President. 


(At 3:40 p. m. the hearing was recessed subject to the call of the 
Chair.) 





STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


WEDNESDAY, APRIL 7, 1954 


Unrrep Sratrres SENATE, 
SPECIAL SUBCOMMITTEE ON MINERALS, 
MarerIats, AND Furn Economics oF THE 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a. m., in the commit- 
tee room, 224 Senate Office Building, Washington, D. C., Senator 
George W. Malone (chairman of the subeommittee) presiding. 

Present: Senator George W. Malone, Nevada. 

Also present: Jerome 8. Adlerman, counsel to the subcommittee ; 
and George B. Holderer, subcommittee staff engineer. 

Senator Martone. The committee will be in order. 

At the 1953 national convention of the American Legion there was 
a resolution passed supporting and urging cooperation of the national 
commander of the American Legion and the American Legion itself 
with the committee in its work under Senate Resolution No. 143 to de- 
termine the availability of critical materials to this Nation in time of 
war, for our expanding economy, and for our securit 

The committee has received the cooperation suggested in the resolu- 
tion, but. since the work of the committee as far as hearings are con- 
cerned is nearing the end, the national commander, being unable to be 
present himself, has prepared a written statement and has asked Mr. 
Kennery, of the staff of the national organization, to appear here and 
present the statement. 

I have a letter from the national commander, Arthur J. Connell, ad- 
dressed to me as chairman of the Subcommittee on Minerals, Materials, 
and Fuels of the Interior and Insular Affairs Committee, which says : 

THE AMERICAN LEGION, 
April 6, 1954. 

DEAR SENATOR MALONE: I exceedingly regret my inability to personally appear 
before your subcommittee to express the views of the American Legion pertain- 
ing to the studies your committee now has under way. 

We, of the American Legion are particularly conscious of the need for develop- 
ment of sources of supply for critical war items and adeyuate stoc<piling of same. 
We realize that we cannot depend upon foreign sources for such supply. We 
further realize that the next war may be a “war of resources,” and that victory 
may well go to the one so best equipped. 

The American Legion has expressed its desire to be of assistance to your com- 
mittee, and the Congress in enhancing the security of this country. I assure you 
we stand ready to render such assistance upon call. 

With kind personal regards, I am > 

Sincerely yours, 


ArTuour J. CONNELL, 
National Commander. 
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Mr. Kennedy, will you identify yourself for the benefit of the record. 
You represent the national commander. You may require your assist- 
ant to make a statement. You just proceed in your own way. 


STATEMENTS OF MILES D. KENNEDY, NATIONAL LEGISLATIVE 
DIRECTOR; AND CLARENCE H. OLSON, ASSISTANT LEGISLATIVE 
DIRECTOR, THE AMERICAN LEGION 


Mr. Kennepy. Thank you, Mr. Chairman. 

My name is Miles D. Kennedy. Iam the national legislative director 
of the American Legion. I also have with me Mr. Clarence H. Olson, 
the assistant legislativ e director of the American Legion. 

First off, Mr. Chairman, in behalf of our organization I would like 
to thank you for granting us the privilege of appearing before your 
subcommittee this morning in support of your resolution, Senate 
Resolution 143. 

Although you have already incorporated in the record his letter to 
you of April 6, again I want to express the deep regret of the national 
commander at not being able to be here personally. While he was in 
Washington yesterday for a few hurried hours, his many commitments 

yrevented him from appearing before your committee, as I believe 
1e told you personally yesterday morning when you gentlemen were 
together for a short time. 

Mr. Chairman, I have with me a prepared statement by National 
Commander Arthur J. Connell of the American Legion, composed of 
four pages. Do you wish me to read the statement? I will be very 
happy to do so or, if you prefer, the statement may be incorporated 
in the record. 

Senator Martone. Go right ahead and read the statement and make 
any comments you care to make. 

Mr. Kennepy. I think the statement will be all-embracive, Mr. 
Chairman, and there isn’t very much I can add to it. 

Senator Martone. This is a statement by the national commander? 

Mr. Kennepy. This is a statement by Arthur J. Connell, national 
commander of the American Legion, dated April 6. He had it pre- 
pared for use yesterday in the event he could have been able to be here 
personally : 

Both as a veteran of World War I, and as national commander of the largest 
veterans’ organization, I am keenly aware of the importance of the studies under- 
taken by the members of this committee. It is merely an interesting fact to 
know that we are dependent upon imports to sustain our high standard of 
living in peace, but it becomes a serious matter, of great concern to all of our 
citizens, to know that the ability to initially defend ourselves and to eventually 
win the victory over our adversaries depends to such a great degree upon critical 
materials that may conceivably be cut off from us during war. For this and 


other reasons, which I shall present in the following statement, I am grateful for 
the privilege of appearing before your committee. 


PLEDGES LEGION COOPERATION 


As evidence of the American Legion’s abiding concern for the welfare of our 
great Nation, and its interest in the study being conducted by your committee 
of ways and means to provide for the continued availability of critical raw 
materials, { submit for the record the following resolution, adopted at our 1953 
annual national convention : 

“Whereas the American Legion recognizes the basic fact that complete pre 
paredness for war is our best insurance for peace; and 
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“Whereas the American Legion further recognizes that such preparedness 
depends upon trained manpower, the mechanical tools of war, and sustaining 
reserves of critical materials which are now so important in the maintenance 
of military strength for peace or war; and 

“Whereas modern warfare developments require vast supplies and reserves 
of petroleum and mineral products and other critical materials ; and 

“Whereas the fluid world situation makes it most unwise to rely upon known 
sources of critical oils and minerals in the farflung areas of the world such as 
the Middle East, Far East, and elsewhere, where sustained supply cannot be 
assured because of political and transportation considerations ; and 

“Whereas the American Legion firmly believes that an analysis of these cold 
facts must be made without further delay with a view toward developing tangi- 
ble sources for these critical materials and supplies ; and 

“Whereas the Senate of the United States has taken cognizance of the critical 
situation and accordingly adopted Senate Resolution No. 148 which reads as 
follows: 

* ‘Resolved, That the Senate Committee on Interior and Insular Affairs, or 
any duly authorized subcommittee thereof, is authorized and directed (1) to 
make a full and complete investigation and study of the accessibility of critical 
raw materials to the United States during a time of war, (2) to study and recom- 
mend methods of encouraging critical raw materials adequate for the expanding 
economy and the security of the United States, and (3) to report to the Senate 
at the earliest possible date, not later than January 31, 1954, the results of its 
investigation and study, together with its recommendations’ ; and 

“Whereas the Minerals, Materials, and Fuels Economics Subcommittee of 
the Senate Committee on Interior and Insular Affairs has been authorized and 
instructed to carry out the mandate of Senate Resolution No. 143: Now, there- 
fore, be it 

“Resolved, by the American Legion in national convention assembled at St. 
Louis, Mo., August 31-September 3, 1953, That we commend the Senate of the 
United States for its foresightedness in this matter; and be it further 

“Resolwed, That the national commander is hereby directed to offer above 
subcommittee the assistance of the American Legion to the end that the intent 
of Senate Resolution No. 143 will be fully carried out.” 


HAVE-NOT NATION 


The United States has been blessed with extraordinary mineral wealth— 
wealth which has contributed so generously to the victorious conclusion of two 
major conflicts and made possible the world’s highest standard of living. How- 
ever, despite our vast mineral deposits, we are a have-not Nation in many essen- 
tial commodities. During war, such commodities were obtained through heavy 
loss of life and materials. 

Our industrial capabilities and national security go hand in hand; industry 
needs materials. If war is once again thrust upon us, success may well depend 
on the accessibility of vital minerals. It is conceivable to believe that but three 
alternatives will be offered us if we are to continue to rely on foreign imports: 
(1) Traffic lanes to the sources of supply must be kept open, (2) we must perfect 
a substitute for the needed minerals, or (3) we must have adequate stockpiles of 
these critical minerals. Understandably, we cannot be assured that the traffic 
lanes will remain open. We must now determine our wartime needs and begin 
immediately to stockpile these materials and, at the same time, develop new 
sources of supply. 

The United States, with only 7 percent of the world’s population, uses 50 
percent of the world’s minerals and 70 percent of the world’s oil. 

Basically, our Nation has an adequate domestic reserve of petroleum, coal and 
iron ore—the big three necessary to successfully conclude a war. However, 
there are many other materials which are indispensable to the efficient opera- 
tion of industry. 

DEPENDENCE ABROAD 


Actually, the United States is self-sufficient in only 9 of the 38 most essential 
mineral commodities: Sulfur, molybdenum, phosphate rock, anthracite, bitum- 
inous coal, salt, magnesium, helium, and natural gas. For all others, we must 
depend in some degree, ranging from about 2 percent to 100 percent, on foreign 
sources of supply. 
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During an emergency, our industrial mobilization and capabilities are heavily 
reliant on five special strategic materials: Asbestos, industrial diamonds, 
mercury, mica, and quartz crystals, all of which we import from distant areas. 

Asbestos is essential in the production of insulating, fire-resistant, and acid- 
resistant textiles; for gaskets and pipe coverings in ships, airplanes, and power- 
plants; and for friction materials in clutches and brake bands. We domestically 
produce about 5 percent of our needs, receiving about 70 percent from the Eastern 
Hemisphere. 

Because the diamond is the hardest know substance, industrial diamonds are 
essential for the sharpening and shaping of the very hard-cutting tools and disks 
which are used in high-speed metal work. Over 95 percent of our needs were 
shipped from the Eastern Hemisphere in 1951. 

In the same year, over 90 percent of the needed mercury, which is an excellent 
electrical conductor, was imported largely from the Eastern Hemisphere. 

Essential mica, with properties necessary in the construction of electric motors, 
transformers, electronic devices, and so forth, must be imported principally 
from the Eastern Hemisphere. Domestic production totals about 2 percent of 
our requirements. 

Quartz crystals, another of the special strategic materials, are of importance 
in electronic communications equipment. We are totally dependent on imports, 
although largely from the Western Hemisphere. 

These are but five of the many commodities upon which our industry will 
depend if once again called upon to devote their industrial capacities to the 
production of war materials. 


FAVORS STOCKPILE 


In fact, then, the bulk of the United States needs of strategic materials must 
be supplied from other countries of the free world. In some instances, there are 
potential obstacles threatening our continued supply. As the import routes are 
strategically vulnerable, security problems arise. We must meet these security 
problems by maintaining an adequate stockpile of these and other critical ma- 
terials and ultimately develop synthetic substitutes and processes for upgrading 
low-quality materials from secure sources. 

While the work of your committee may not be as sensational, or as conducive 
to headlines as the work of other congressional committees, the personal satis- 
faction of knowing that the studies of your group will have a most profound 
effect upon the future security of this great Nation, is in itself compensation 
for your diligent efforts. Knowing that the United States is not self-sufficient 
places a greater burden upon your committee to recommend the methods by 
which we may enhance the chances of survival in a critical age. In behalf of 
the American Legion, and for myself, I thank you for the time which has been 
accorded to me. 

Mr. Chairman, I respectfully request that that be incorporated with 
the'same force and effect as though it had been given personally by the 
national commander, Arthur J. Connell. 

Senator Matonr. That will be done, Mr. Kennedy, and I will say 
for your information and the information of the national commander 
that there are approximately 77 crititcal materials so named by the 
National Defense Administration. The term “critical” means that we 
do not at the moment produce as much of this material as we use. 

The work of the committee has progressed so far that I think I can 
say to you, although we are still studying the evidence, that under 
proper conditions, production in the United States proper can be 
materially increased, in some cases doubled, trebled, or quadrupled, 
under proper conditions which might develop on the basis of fair and 
reasonable competition with other nations in trade, and that the West- 
ern Hemisphere can be made self-sufficient in every material we need, 
considering possible replacements and substitutes and a program of 
perhaps 1 to 2 years in laboratory work and in pilot plants to work out 
such replacements and better methods for beneficiation of known ores. 

The report of the committee, which will be available at the end of 
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this month, will be available to you and the national commander, to 
the American Legion generally, and will lay the foundation on a 
factual basis of how to bring this about. 

Take the industrial diamonds which you mentioned. There is no 
question about shortage at the moment. Evidence before the commit- 
tee shows that the use of industrial diamonds can be cut in two by 
improved methods of doing the work normally done through use of 
the diamonds. 

Also, that probably you can produce as many of the diamonds as 
you really would need in Brazil and other places with a program of 
development. They could be stockpiled without much trouble. 

During the period of World War II, we were nearly self-sufficient 
in mercury. 


CHEAPEST SOURCE OF SUPPLY 


The great drawback in the preachments that we are short of most 
of these materials is the fact that you can get them cheaper from for- 
eign nations where the labor costs are cheaper and there are practically 
no taxes attached to it. We have had a program for about 20 years 
based upon getting them where you can get them the cheapest, meaning 
cheap labor and all that sort of thing. 

Take columbium, which is used to make jet engines. We get that 
from Algeria. It has been found in Idaho, where you pay a miner 
about $15 a day, and in Algeria about 15 cents a day—some difference. 

We are working this out from every angle and doing it along the 
lines that I remember we used to talk about but had no facilities to do 
the work, in the national defense committee of the American Legion. 
1 was a member of that committee for several years. 

Therefore, I believe that if the national defense committee of the 
American Legion and the foreign relations committee of the American 
Legion had access to this type of legislation, they would be able to 
move with a lot more consideration than they otherwise would. 

We have information from General Wedemeyer, Gen. Bonner 
Fellers, General Johnson, the Secretary of National Defense, and 
Major DeSeversky, who have appeared before this committee, that the 
Western Hemisphere will be the dependable supply of such critical 
materials in case of another all-out war, and that to get these materials 
across either major ocean will be problematical, to say the least. 

Mr. Wilson, who is head: of the National Defense Administration, 
has also appeared before the committee. His testimony was in execu- 
tive session and I am not quoting him at all, but what we learned did 
not change our opinion very much from the testimony previously 
heard. 

I need not tell you that the chairman deeply appreciates—and I 
know I speak for the full committee—the cooperation of the American 
Legion. One of the great pieces of work that you can do is in dissi- 
pating a lot of information that has taken root in this Nation in the 
last 20 years, through the 17,000—TI will ask you how many posts you 
have now. 

Mr. Kennepy. Approximately 17,400. 

Senator Martone. Through the 17,400 posts, the post commanders, 
State commanders, department commanders, and the national com- 
mander. What they need is information. I will say to you one of the 
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reasons, in my opinion, that we embarked upon this have-not nation 
concept and to ship the materials in from foreign nations. You have 
heard of Harry Dexter White. One of our examiners was sent—I 
sent him—to Princeton University where Harry Dexter White’s pa- 
pers are filed, and in a few days digging around among the papers 
he brought up a letter, a memo that he had sent to Secretary Mor- 
genthau during World War IT, pointing out that we would be out of 
petroleum in a certain number of years according to the reserves, 12 
or 15 years; that we would be out of tungsten; that we would be ‘out 
of 12 or 15 of these major materials, not taking cognizance of the fact 
that we always have more developments and reserves when we use 
what we see, because if it is made profitable we find it. 

Now we are already out of all those things according to Dexter 
White’s letter, but the important thing was that Morgenthau, upon 
receipt of the letter, wrote the then President, Mr. Truman, exactly 
the same, that we should save our materials and get them from for- 
eign nations across these oceans, and that we should loan the money 
to Russia to prepare to furnish them to us. 


“BUY AMERICAN” ACT 


Our then President, Mr. Truman—I want to say again, as I have 
in this record several times, I think Harry Truman was a patriot; 
I think he just did not know what was foisted upon him—released 
a letter to the press when the stockpile bill was signed and said, “With 
great reluctance I am signing this bill, because this administration 
does not. believe in the ‘Buy American’ Act. We believe that we 
must save our materials and buy them from foreign nations.” 

Harry Dexter White’s letter to Morgenthau, and the Morgenthau 
letter to Truman, went out to the papers of this country, and that 
is the policy we followed. Unfortunately, it is still fo lowed to a 
certain extent. 

Harry Dexter White jumped out of a window when they were about 
to catch up with him, but he was working for the Treasury as Hiss 
was working for the State Department. It was a double-barreled 
thing. 

Communism did not start yesterday. It started when we recog- 
nized Communist Russia without any safeguards whatever in 1933, 
and the American Legion screamed to high heaven about it. All 
they got was a horse'laugh, if you remember. 

So this committee is confining itself to the facts. 

I say again that we appreciate very much your appearance here, 
Mr. Kennedy, and will you personally thank the national commander 
for his memorandum. 

Mr. Kennepy. Thank you, Mr. Chairman. We appreciate your 
granting us the privilege of being here. 

There is a request I would like to make. While I appreciate that 
in due time the printed record of the hearing will be available, inas- 
much as our national executive committee is meeting in Indianapolis 
the 2d, 3d, and 4th of May, I am wondering whether or not, without 
violating any rules of your committee, I could have a transcript. of 
the statement that you have just made this morning so I could give 
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it to our national security people out there, without waiting until 
the printed record is available? 

Senator Martone. Yes. It is a public record 

Furthermore, I will say to you the national commander has invited 
me to come to the meeting. As you know, I was a member for sev- 
eral years. 

Mr. Kennepy. I remember that very well. 

Senator Martone. It will be like meeting my old crowd again. I 
do intend to accept the invitation and be there. 

Mr. Kennepy. I thought if we could have a copy of it through your 
courtesy, Mr. Chairman, we could have the necessary copies stenciled 
so they would be available at the meeting next month, vais to your 
approval, of course. 

Senator Martone. We will furnish it to you. 

Mr. Kennepy. Thank you very much. 

Senator Matong. Thank you very much, gentlemen. 

(Whereupon, at 10: 15 a. m., the hearing was recessed subject to the 
call of the Chair.) 
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STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


MAY 24, 1954 


Untrep State SENATE, 
Marertats, MINERALS AND F'uELs SUBCOMMITTEE, 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS 
Washington, D. C. 

The subcommittee met at 11 a. m., hearing room, 224 United States 
Senate Office Building, Senator George W. Malone, presiding. 

Present: Senator Gentes W. Malone, presiding. 

Also present: Jerome Adlerman, subcommittee counsel; George 
Holderer, subcommittee staff engineer. 

Senator Martone. The subcommittee will be in order. 

General, we are very glad to have you here this morning. 

These hearings of this subcommittee for the last 8 months have been 
very extensive. The subcommittee is studying the basic facts and con- 
ditions surrounding the subject at hand. Feel free to talk; when this 
hearing is complete the transcript of your statement will be furnished 
you to review for completeness and accuracy and I realize that anyone 
talking off the cuff may leave statements incomplete or not entirely 
accurate. 

The instructions of the United States Senate to this committee 
were very simple and are contained in Senate Resolution 143. Very 
briefly it directed this committee to determine the availability of the 
critical materials to the United States in wartime. Also the commit- 
tee must determine what must be done to increase availability to meet 
an expanding domestic economy in peacetime. 

Our list of 77 materials ranges all the way from petroleum and 
wool to manganese and tungsten. Also 15 or 20 agricultural products 
are on this critical list. 

It was first necessary for this committee to determine the area that 
this Nation should defend during an emergency. That is, where the 
transportation lines could be defended and how long we would have 
to be self-sufficient in the event of a loss of this source. 

We have heard about 350 witnesses. We held hearings all the way 
from Seattle, Wash., where engineers and producers of these materials 
were gathered and at one of their annual conferences, to Washington, 
D.C. We held hearings in Los Angeles where we had seven or eight 
of the main aircraft companies represented. They testified to what 
they needed to make airplanes for greater range and speed. They 
testified, for example, they needed 150,000 tons of titanium annually 
for military planes, that if we had it they would step these bombers 
up to sonic speeds. They could do the same thing to fighters. On 
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the bombers they could increase their range of five or six thousand 
miles, distribute their bomb load and get home. This is impossible 
without this so-called wonder metal. It is so much lighter and 
stronger and more heat-resistant than any other of the known metals. 


TITANIUM A MUST FOR FIRST-RATE AIR FORCE 


Then we went to Henderson, Nev., where they are making two- 
thirds of the 2,000-tons annual national production, found they are 
getting their raw material from Australia where we could not get it 
in wartime. 

Du Pont testified here they are getting a considerable amount of 
ilmenite, another raw material for titanium, from India, which would 
not be available in wartime. 

But investigation showed that there is enough ilmenite in the United 
States and Canada to last this Nation 100 years. The question was, 
Why weren’t we doing it that way? So we finally come right down 
to the crux of the matter. There are several facets to the investigation ; 
that is, the availability of raw materials, the cost, and how best to 
increase our own Nation’s production—but i in general availability of 
these materials within the area we can defend. 

Now then, General, we saved you until the last. I have great re- 
spect for your outstanding reputation for knowledge of military 
strategy and your integrity. 

I know you only have one objective and that is to safeguard the 
interest of the United States of America. 

If you would just tell the committee in your own way and in your 
own words about this problem; what you think about it. We would 
deeply appreciate it. 


STATEMENT OF GEN. CARL A. SPAATZ, USAF (RETIRED) 


General Spaarz. Senator, of course, it is quite an involved subject 
and I suppose no one knows the whole story of what is taking place 
in the world and how best to meet the situation. I might state first 
that the general premise of my thinking is that the United States now 
is the most powerful nation in the world or has the most potential 
power. That under the present world conditions we would be very 
unwise not to have within our own confines or within areas that we 
know can be made secure to ourselves the resources, military and other- 
wise, essential to maintaining ourselves as the most powerful nation in 
the world. 

Today the military strength primarily lies in airpower. In my 
opinion the United States must have not only the best airpower 
which, at the present time is mostly airplanes—eventually a lot 
of it may be in the form of guided missiles—we must not only have 
the best but we must have the most of : any nation that might threaten 
us. 


EQUIPMENT SUPERIORITY OF THE UNITED STATES 
We may believe that our airplanes and our crews are better than 


those under the control of the Kremlin but if we have fewer numbers, 
it is possible that the U. S. S. R. may not believe that our crews and 
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planes are better than theirs. They might be influenced by numbers 
if they exceed ours. 

So our airpower, in my mind, must not only be the best in quality 
but the Air Force of the United States must be greater in numbers 
of combat airplanes than the Air Force of the U.S. S. R. 

By the above I do not mean that surface forces at sea, undersurface 
forces, and ground forces of the Army are no longer necessary. We 
need those elements in sufficient strength for police action around the 
world. We should have bases conveniently located in widespread 
areas, open and available to us, to support our forces and those of 
the United Nations in any police action. 

This, I believe, will give us the strength, if built up and maintained, 
to prevent the leaders in the Kremlin from attempting ventures which 
would start world war IIT. 

If it fails to prevent them from going to war, it is possible that 
many of the far-flung bases might be lost to us. We may be forced 
to rely primarily on what we have within our own boundaries or areas 
that we can be certain will be secure. 

Senator Matone. General, there is no doubt in your mind that 
when people talk about war they are talking about the one nation, 
Russia ? 

General Spaatz. That is correct, at this time. I would like to, 
however, state that just a few years ago Russia was an ally of ours 
and Germany and Japan were the enemies and now the U.S. S. R. is 
the potential enemy and Germany and Japan potentially allies—so 
that the world situation can change from generation to generation. 

At the present time Communist Russia is the threatening force. 

Senator Matonr. Do you believe that our actions and preparations 
and making available the sinews of war which depend upon the avail- 
ability of critical materials and sufficient industrial capacity should 
be pointed toward preventing a war with Russia or with any nation? 

General Spaatz. That is correct. 

Senator Matone. Through what you might call a show of ability 
to win a war if it does start? 

General Spaatz. That is right. 

Senator Martone. I am very much interested in your explanation of 
why we have and probably should have bases across major oceans. 


PURPOSE OF OVERSEAS AIRBASES 


General Spaatrz. They serve that purpose. Of course, I cannot 
say what the other purposes may be in having them. I do not know 
what the strategic plan of operation would be of our military forces 
in case war did break out. But to my mind that is the major purpose 
- serve. What the plan is, I do not know and would not want 
to know. 

Senator Matone. I did not intend the question to be what the Pen- 
tagon officials really are keeping them there for in your judgment 
that is about the purpose they serve? 

General Spaatz. In my judgment they serve a necessary part of 
our military strength to prevent world war III from breaking out. 

Senator Martone. Now it is a show of interest to the lesser nations 
and also of course to any nation that might hope to wage war on us 
of our interest in the area. 
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General Spaarz. It is that and also by that show of interest we 
prevent other nations from falling behind the curtain of communism. 


RUSSIA FEARS OUR AIRPOWER 


Senator Martone. Then it would be your idea that the only way 
they could move these nations behind the curtain of communism in 
the case of Russia or control in the case of Germany or Japan or any 
other nation would be an all-out war because it would cause an all-out 
war to move in and overcome the forces that we have in these areas? 

General Spaatrz. That is correct. In Germany, as an example, as 
long as we have ground troops there at all Russia will not dare move 
in to Western Germany, because that action would undoubtedly bring 
the full weight of our airpower against Russia proper. 

But the mere presence of those troops is a restraining factor to keep 
Russia from trying to get another nation within the Iron Curtain. 

Senator Matone. They are certain it would be all-out war if they 
pushed them out ? 

General Spraarz. That is right. 

Senator Matonr. Now, do you think in the future, if our plans and 
preparations were completed—that is, if we had the long-range planes 
based here in North America or wherever necessary in the hemisphere 
to destroy any nation’s war-making capacity that started a war, destroy 
it at home—that we might reach the point sometime that a warning of 
any such movement without the presence of our troops in the nation 
would be sufficient ? 


COMMUNISTIC EXPANSION IN KOREA 


General Spaarz. That is possible sometime in the future. I am not 
sure it would be adequate to prevent the kind of operation they at- 
tempted in Korea, for instar-ce, when our rr were removed from 


Korea and we apparently had shown a lack of interest in that area. 
It encouraged the Communists immediately to move into and try to 
take over all of Korea. 

Senator Matonre. It might be that the announcement by the then 
Secretary of State, Mr. Acheson, that we were no longer interested in 
the area had something to'do with that. 

General Spaatz. That announcement was published, but I would 
think that possibly the Communists knew by our actions before that 
announcement was made that that was our intention. I do not think 
it helped the situation any that a responsible officer of the administra- 
tion at that time stated so in public. 

Senator Matone. Suppose, instead of making that statement, which 
seemed to a good many ef us at the time to be going a good ways un- 
less he meant it, that we arrived at the point that in a reasonable time, 
4 or 5 years, if we should cuide our energies in that direction, where 
we had the long-range planes necessary to fight a war from here and 
destroy a nation at home and then we were to say that any overlap in 
certain areas that they might prescribe could be considered an overt 
act against this Nation and would mean destruction of their warmak- 
ing capacity? Do you think we might reach that goal sometime ? 

General Spaatz. I do not believe that would necessarily follow. 
You stated earlier that agreements between nations were only kept if 
it was to their advantage. 
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If we tell the nations hordering on Russia, “Don’t be afraid of those 
big boys, we are right here with our strategic bombers in case they 
move in there with ground forces. If they put the pressure on you, 
we will drop atomic bombs on Moscow.” They may not necessarily 
believe that. This quite probable that more nations will fall behind 
the Iron Curtain because of pressure on their borders, if the only 
thing we offer against the pressure of military power against their 
frontiers is a strong striking power back in the United States. 

I think we must give more evidence of our intentions to them. 

Senator Matone. You believe then that at least until after we have 
demonstrated in some way that with the record we now have of not 
doing anything about it, then we would just have to have some visible 
evidence of our interest backed up by the ability to—— 

General Spaatz. I believe so. Take Korea as an example. If we 
had had a division or a regiment in South Korea, the North Koreans 
and the Kremlin would not have taken the chance of trying to overrun 
South Korea. 

Senator Martone. There are two factors of danger to us which, of 
course, would be weighed against any actions. 

I do not believe we have up to date weighed these possible events; 
given quite enough weight. 

The first is that by trying to keep foot soldiers and a part of the 
Navy spread over the world, it is a terrific expense to the United States 
and the taxpayers and we continue to raise the debt limit and now have 
reached pretty close to the amount of our taxable property in the 
United States. 

It means a terrific pressure on our own economy. 


VULNERABILITY OF OUR TROOPS ABROAD 


The second thing is our soldiers in Europe at the moment—there 
is no question that it shows our interest there; a good many believe 
that in case of a sudden all-out war that those soldiers would be sacri- 
ficed. 

General Spaarz. It is entirely possible that at least some would be 
sacrificed, Some might get away. I do not mean to say by having 
the foot soldiers and Navy around the world that we have to have 
those elements of our national defense at the strength necessary to 
win a war. 

Senator Martone. Just a police strength? 

General Spaatz. Yes. 

Senator Matone. And to show interest? 

General Spaatz. And if molested, behind them is an Air Force 
second to none. 

Senator Martone. And the knowledge that we have the additional 
Air Force at home to take the war right to them as soon as they start it. 

General Spaatz. Yes; an overwhelming Air Force to take the war 
to them as soon as it is started. 

Senator Matonr. They would have definite assurance; we would 
have to do something to give them definite assurance that when their 
army moved into Europe, if we decided that would be inimical to our 
best interests, that planes would leave here immediately to destroy 
their industries and ability to make war. 
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General Spaatz. That is correct; and our strategy should be that 
our long-range planes would strike at the heart of the country and 
not along the fringe where their army is moving in. 

We have got to take that chance with the ground forces we have 
there, and not throw the weight of our Air Force in an attempt to 
extricate those forces. We must throw the weight of our atom bombs 
or H-bombs against the enemy’s heartland, not on the fringe. 

Senator Marone. In other words, if fighting a war in Korea, which 
seemed such a hopeless thing to most of us—we were trying to fight 
a nation, first Korea, then China, with the possibility of Russia moving 
in and try to just fight hard enough so we would not have an all-out 
fight and still within a local skirmish, but we are in a situation where 
millions of the enemy were available and only a relatively few of our 
own. 

In trying to fight that way it would seem we could be destroyed 
finally. 

General Spaatz. We could be whittled to death by continuing that 
kind of an operation. 

Senator Matonr. How would you win a Korea ? 

Suppose you had your police force in Korea and they started to 
mere = ¢ Would you move long-range planes into the heartland of 

‘hina? 


MILITARY APPROACH ON THE KOREAN INCIDENT 


General Spaatrz. Where they came from. As soon as the Chinese 
y concrete evidence they were moving organized forces across the 


alu River all of the area from which those forces came should be 
subject to air attack. 

Senator Matone. Then the fight in Korea would become a second- 
ary matter and if it led to an all-out fight then we are in an all-out 
fight. If it did not, which many did not believe it would at one time, 
at least, then you have won your point. 

General Spaatz. And unless we can do that the whole principle of 
having a strong retaliatory power as the basis of our defense falls flat ; 
if we cannot counter an operation of that kind by putting our retalia- 
tory power against the homeland where the forces come from. 

Senator Maronr. Then, General, isn’t the crux of it simply this: 
That you do not want your skirmish force in Korea unless you are able 
to destroy the heartland of the nation that is furnishing the push 
behind the war? 

General Spaatz. That is right. 

Senator Martone. If you cannot do that you had better stay out of 
Korea. 

General Spaatz. That would be my opinion. 

Senator Matonr. Because eventually you can do nothing with it. 


MILITARY APPROACH TO THE INDOCHINA PROBLEM 


What about Indochina ? 

General Spaatz. Well, Indochina is a rather complicated problem. 
I personally feel that we should not put foot soldiers into Indochina. 

Senator Matonr. At all? ‘ 

General Spaarz. At all. But giving them technical assistance in 
the handling of equipment we might furnish may be justified. 
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Senator Matone. Isn’t the crux of it there that you would not dare 
vive them technical assistance unless you are assured of your ability 
in case all of China or enough of China is behind it to win, to destroy 
the heartland of China? 

General Spaatz. That is correct. I think that situation is some- 
what like Korea before the Chinese Communists moved across the 
Yalu. I do not have any information as to how much China has 
moved in there in the way of organized forces. Some press reports 
state that quite a bit of the artillery, particularly antiaircraft artillery, 
was manned by the Chinese Communists. 

But any indication of Chinese Communists moving organized forces 
to Indochina as they did across the Yalu I think should subject 
China proper to air action against their heartland. 

Senator Maton. Then what you are saying, General, is that you 
cannot bluff anybody any more, there is no use saying you are going 
in to fight a local war unless you are able to fight the big one if it comes 
and if it is necessary ? 

General Spaatz. That is correct. 

Senator Matonr. And everyone seems to know, those who have 
military strategy, that if all of China was behind the Korean thing, 
and apparently it was, and that Russia was behind China, and ap- 
parently it was, then we had to be ready to stop it at the source, 
wherever it was, to save the boys in Korea ? 

General Spaatz. That is right. 

Senator Martone. Then it only comes down to the point, as [ under- 
stand it, that any foot soldiers are going to be only an evidence of 
interest and police protection and that when any nation, China or 
Russia, Japan or Germany, or any nation, started to use sufficient 
force, they could probably destroy our foot soldiers and our naval 
operations that far from our base, but these are only for that demon- 
stration of interest and police action, and right from here, or from 
safe bases, you would destroy the heartland of the nation so attacking? 

General Spaatz. That is my opinion. Of course, there may be 
some cases where the foot soldiers themselves would be able to take 
care of the ground action to a reasonable extent. 

Senator Matone. Take care of any reasonable action of the local 
people. 

General Spaarz. Yes. We cannot maintain foot soldiers in suffi- 
cient strength to meet the massed action of the foot soldiers of Com- 
munist China with their millions, or of Russia proper. 

Senator Matone. Or the planes that may be furnished China by 
the Russians ? 

General Spaatz. That is right. But you should not meet the planes 
only in Korea or Indochina. If it comes to organized action as evi- 
denced by Communist China in Korea you should attack the heart- 
land of China by air. 

Senator Matonr. Then if you are unable to do that, you had better 
not talk big, you had better not move into Indochina or any place 
unless—— 

General Spaatrz. Unless you are prepared to meet the situation that 
develops. 

Senator Matone. Unless you are prepared to go all the way? 

General Sraatz. You must think the thing through to the end and 
be prepared no matter what trend it takes. 
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The action we take then may even force the U. S. S. R. to come in. 
If so, we should be prepared to meet that eventuality. 

All those things should be thought out before we make the initial 
move. 

Senator Matonr. Before we make the initial move in Indochina or 
Korea or any other isolated spot 

General Spaatz. Yes. 


MUST BE PREPARED TO FIGHT THE NEXT WAR FROM THE WESTERN 
HEMISPHERE 


Senator Matone. Suppose we sent planes into Indochina or if it 
happens again, into Korea or anyone of a dozen other places, couldn't 
you find yourself suddenly fighting the war from the Western Hemi- 
sphere providing Russia moved right into Asia and Europe? 

General Spaarz. When we move into these situations we must be 
prepared in every way—mentally, militarily, and economically—to 
tight to the end of a war with nothing but our own resources and those 
in our immediate vicinity. 

Senator Maton#&. In other words, the area that you can defend 
while you are doing that? 

General Spaatz. The area that you can defend you want to be as 
large an area as possible. It is also possible that the area you think 
you can defend may not all be available to you as war progresses. You 
may be forced to your own confines before the war is concluded. 

Senator Matonr. Would that be the Western Hemisphere ? 

General Sraarz. That might well be the Western Hemisphere. 

Senator Martone. If you are forced to back into the Western Hemi- 
sphere by overal! movement of Russia, her planes and men, then what 
is your opinion of our ability to win if we are properly set up here with 
the right kind of an Air Force? 

General Spaarz. Well, if we have the best and strongest Air Force 
of any nation, then we will not lose the war. 

Senator Matonr. You could defend the Western Hemisphere and 
fight from here ? 

General Spaarz. We will eventually win ey war, 

Senator Matong. What is your idea of the area that would be a safe, 
dependable supply of these critical mater ials? 

General Spaarz. That is a hard question for me to answer. With 
the Navy as strong as it is now, we should be able to roam pretty much 
over a good part of the earth’s surface. The major threats are the 
Soviet submarines and airplanes, particularly when the forces of the 
Navy get too close to the land areas from which the Communist air- 
craft can reach out and strike. 

Certainly within those confines would be all of the Western Hemi- 
sphere. I would say that we could cover quite an area in the Pacific 
Ocean. 


DEPENDABILITY OF INDIA, AFRICA, AND EUROPE DURING AN EMERGENCY 


Senator Matonr. Do you think you could protect the lines of trans- 
portation in the Western Hemisphere, at least maintain the lines of 
transportation ? 
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General Spaatz. We would be able to handle the Western Hemi 
sphere. If we could not handle the seaborne commerce, which is a 
remote possibility, there is also the possibility of having roadways, 
whether rail or truck, right down into South America from here, 
being on the same continent. We can always be assured if we pu the 
effort into it of being able to get materials from South America. 

Senator Matonr. That was my interest in making a trip over the 
Inter-American Highway as far as the Panama Canal. 

I did that in 1951, I believe it was. We stopped in each of the Cen 
tral American countries and flew over the highway itself full length, 
and baek through Mexico. 

Testimony here has shown that there might be a temporary inter- 
ruption, might be a serious interruption in the Caribbean in sea trans- 
portation, but that, with the improvements in offensive weapons, 
they could clear that up so that the losses would be at least nominal. 

General Spaatz. Did you say Arabian? 

Senator Matonr. In the Caribbean from South America. 

General Sraarz. I have no doubt of our ability to defend the West- 
ern Hemisphere. 

Senator Matone. And get the materials from there by shoreline 
transportation ¢ 

General Srpaarz. Yes; in the remote possibility that that seaborne 
commerce might be interrupted we could build highways, rail and 
road, so we could bring it up that way. 

Senator Matone. You think we could protect that shore transporta- 
tion to the point where we would get our minerals out ? 

General Spaatz. Yes; I think so. 

Senator Maronr. That has been the consensus of opinion. Now, 
right at the moment, we are getting 900,000 tons of manganese from 
India, about one-half of our annual supply. Testimony has shown 
that that would not be a safe or dependable supply of manganese in 
time of all-out war for two reasons. 

One is that. India has already, during peacetime, stopped the ship- 
ment of monazite sands. She could stop the shipment of manganese 
at any time by not allowing it to be loaded. Two is that most believe 
that Russia can stop it also. What would be your opinion? 

General Spaatz. I would say that is what is very lable to happen, 
of course, if we go to war with the U. S.S. R. The mere threat of the 
Kremlin of an atomic attack on the major cities of India could well 
force them into being neutral in favor of the Communists. 

I would say that in the event of war with the U.S. S. R., at least in 
the beginning, we might well lose the capability of protecting our 
oceangoing traffic with places as close to Soviet territory as that is. 

Senator Matonr. That could only be reestablished after we had re 
tained control of the air? 

General Spaarz. Yes; after we got control of the air. 

Senator Matonr. Would the same be true with respect to mercury / 
We are getting practically all the mercury from Spain, columbium 
from Algeria, and many of our other materials from Africa. Would 
much the same condition prevail ? 

General Spaarz. Well, I think you might have a slightly different 
situation there. 
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Conditions might develop which would interrupt our commerce or 
traflic with those countries. Africa is pretty difficult to handle by the 
Soviet the way India might be handled. 

In the first place, it would not be so easy to use the threat of airpower 
against a continent of that size with centers of population so widely 
distributed. It would require, I believe, that the Communists move 
ground forces into that area in order to gain control. 

Senator Matone. Testimony show ed that perhaps Russia would not 
be able to secure her uranium from the Belgian Congo but probably we 
could neutralize it as far as they were concerned and they could 
neutralize it as far as we are concerned, so that by destroying the ports 
and mines we would be unable to get material from Africa until we 
had reestablished control of the air over the entire area 

General Spaatz. It is possible that supply might be interrupted at 
the outset. 

Senator Martone. It would be interrupted until we had begun to 
regain control of these areas. 

General Spaarz. Yes. 

Now the Mediterranean is another problem. That is a rather con- 
fined water area. That can pretty well be dominated by the air. Any 
nation with an air force could make it very difficult to operate ship- 
ping in the Mediterranean itself. 

Senator Matong. Russia could prevent us from operating any ship- 
ping there ? 

General Spaatz. Yes. 

Senator Matone. And we might be able to make it troublesome for 
them ? 

General Spaarz. We would have to establish, somewhat as we did 
in World War II, sizable air forces along north Africa near the shores 
of the Mediterranean in order to protect from air attack our shipping 
there. This means we would have to defeat the Russian air forces and 
get control of the air. 

Senator Matont. We would have to defeat them first. 

General Spaarz. Yes. 

Senator Matonr. But at the beginning of the war many believe 
those air bases would be destroyed by Russia. 

General Sraatz. Well, they would probably bomb them all right. 
There is a question of whether they could cover all of them in addition 
to all the other things they would have to hit. If they hit the outlying 
airbases first, which might be another reason for having them, if they 
hit the outlying airbases first before they hit the U nited States proper, 
that would then set our forces in motion. Thereby they could very 
well lose the initial advantage they might gain from a surprise attack. 


CONTINUED SUPPLY OF MIDDLE EASTERN OIL DOUBTFUL 


Senator Martone. In other words, they could not cover all the areas 
at one time? 

General Spaatz. I do not believe so. 

Senator Matone. You would not know which they would do? 

General Spaarz. If they do not hit the African bases first, then our 
planes there would be that much closer to strike them. It puts them 
in a bit of a problem as to how to operate. You cannot hit everything 
at once. I do not think any nation can be that strong. 
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Senator Martone. Do you believe any petroleum in the Middle East 
would be available to this Nation urtil after we had progressed well 
along toward winning the war? 

General Spaarz. I think it would be very doubtful whether we 
would get that oil for a time after war broke out. 

Senator Matonr. Then anything outside of the Western Hemis- 
phere in the beginning until we had made considerable progress 
bow ard winning ‘the war, any delivery of supplies from Africa, the 
Middle East, India, the Far East, would be problematical ? 

General Spaarz. It would be problematical. Our own security 
should demand it, it seems to me, that insofar as possible we would not 
allow ourselves to be fatally handicapped in case those sources were 
not available to us. 

Senator Martone. That is the consensus of the testimony we have 
had. 

Of course, then, from our base here with the proper military planes 
and equipment then we would win the war. 

Now, naturally, it is necessary to have these bombers that can fly 
at the necessary speeds and cover the necessary range. Do we have 
these bombers now ? 

General Spaatz. I would say that we have a certain number of 
them. Some of them are becoming rather obsolete. The B-36 is an 
example. I do not think we have enough to secure our position, to be 
sure to prevent Russia from making the fatal move. I do not think it 
has been established that we have the greatest number of combat air- 
planes in combat units ready for action. I think the reports published 
lately indicate that Russia is stronger in numbers. 

Senator Matonr. Didn’t a general in the Air Force publish a state- 


ment a few days ago that we did not have 
General Spaarz. It seems to me I read that General Twining made 
that statement in a speech, 


INDUSTRY VIEWPOINT ON AIRCRAFT PRODUCTION 


Senator Martone. The testimony of Don Douglas of Douglas Air- 
craft and Mr. Gross of Lockheed, at our hearing in Los Angeles, added 
up to one thing and that is, to make a bomber, s say a B-52, ‘that would 
fly these several thousand miles, distribute its bombload on Russian 
industries and return to its base in North America, this new metal 
titanium is needed in the frames and engines. Have you ever studied 
that part of it? 

General Spaatz. I have not studied the use of titanium and the 
problems involved in it at all, but my general understanding is that 
it is an essential metal for the engine and certain parts of the : airplanes. 

Senator Matonr. This titanium metal stands the greater heats that 
aluminum will not take for the sonic speeds, and also lightens the 
weight sufficiently so that these greater speeds and range can be at- 
tained and carry a bombload. If you have not studied that we will 
make it available to you because, without planes that are capable of 
flying three to five thousand miles, distributing their load and re- 
turning, would it be your opinion we could do the job which will prob- 
ably have to be done? 

General Spaatz. I think our plane designs must contemplate super- 
sonic speeds. I am not sure that that can be done with the present 
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metals that are in use, If titanium offers that possibility—and of 
course if men like Donald Douglas say it is so, then that is the case— 
I would say that the fullest exploitation should be made of that metal. 

Senator Matone. It is not an easy metal to make. DuPont is mak- 
ing an almost perfect metal, 214 tonsa day. At Henderson, Nev., they 
had trouble meeting the specific ations, but those specific: ations can 
be met. ‘The metal is expensive now, about $15 a pound for metal, $5 
a pound for sponge, $20 for shapes. 

Testimony also showed that commercial planes wanted the metal at 
that price because of the additional payload and they could pay more 
than $20 a pound and still profit. Of course, we are only making the 
2,000 tons annually but if it all met specifications, we need according 
to testimony, at least 150,000 tons for the frames. 

Have you given any thought to the number of such planes that we 
would need to be on the safe side ? 

General Sraatz, That is a pretty hard question, as to numbers. | 
think it depends pretty much on the number of targets that would 
have to be hit. he number of planes it would require to do that. 

Senator Martone. The losses would have to be ancipated ¢ 

General Spaatrz. The losses would have to be taken into considera 
tion. It also depends a lot on the number that the potential enemy 
might have because, if he has more than we have of that type of plane, 
he could very well talk himself into starting something. I think it 
goes back to my first statement that we must have not only the best 
but the strongest in point of numbers. 

Senator Matonr. We would need more than the enemy had. 

General Seaarz. That is correct. 


Senator Martone. And fly faster? 
General Spaatz. And be better. 


AIRCRAFT SUPERIORITY 


Senator Martone. In other words, these aviators, these boys coming 
up that you are so proud of—and you should be—are entitled to have 
just as good or better planes when they go up to fight the enemy as the 
enemy has. That is the least we can do for them. 

General Spaarz. If we can make our planes better—and I believe we 
can—then they should have better planes. 

Senator Maronr. They should not be asked to go up in planes which 
were rumored to be not quite as good i 7 Korea as were the enemy’s. 

General Sraarz. Well, of course, 1 do not quite believe in that 
rumor. I believe that in certain respects maybe the MIG was better 
than our plane, but I do not believe you would have had our pilots 
wanting to fly the MIG against the Sabre-jet. 

Senator Matone. Was it a little too near equal to ours for comfort ? 

General Sraarz. Ours might have been better than they were, and 
probably would have if we gave the same priority to our military 
strength as the U.S. 5S. R. does the Red forces. 

Senator Matonr. We have information in our testimony that Rus- 
sian scientists and engineers have written as many as 245 technica! 
articles on titanium. The committee has ver y little information as to 
how much titanium they are making but they did secure a number of 
German scientists and engineers w hom we know had the : ability to do it. 

Do you have any information as to the number of effective long- 
range bombers in Russia? Can they reach us now ¢ 
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COMPARATIVE DESTRUCTIVE POWER 


General Spaarz. 1 do not know whether they can reach us and go 
back at this time with any appreciable number of planes. They have 
an appreciable number that on a one-way flight can reach us. But, of 
course, you cannot discount that. With the atom bomb or H-bomb, 
one plane does the damage that it took hundreds of planes to do in 
World War L. 

Every time we sent out a couple of hundred planes against Germany 
we lost a number. If you can send 1 plane to do a bigger task you 
can very well justify the loss of that 1 plane. 

Senator Matone. And they do not have the consideration and re- 
gard for the preservation of the lives of their fighters that we have. 

General Spaatz. I do not think they would have any regard for it 
at all. I think they would be perfectly willing to sacrifice the crew 
and I think the Russian crews would not hesitate to go on an operation 
of that kind. 

As a matter of fact, I do not think American crews would hesitate, 
f it were necessary for the security of America. 

Senator Maronr. I have no doubt that they would not hesitate. 
I saw them taking off from New Guinea. They would take off in the 
morning hours just in time to reach their target at the break of day 
or whatever their schedule was, and those boys would have taken off on 
any mission if they thought it was essential for the welfare of the 
United States. 

I think all we have to worry about is giving them as good or better 
equipment. 

What do you think about the comparison of the numbers of Russian 
bombers and fighters with our own? Do you think they are ahead of 
us? 

General Spaatz. I believe, from the reports that have been published 
and information given out, that in numbers the ‘vy are greater; that 
they have a stronger air force in numbers. 

The thing that must be considered in any thinking on this is that 
the condition tod: ay is not what it may be 2, 3, or 4 years from now. 
What we are planning for now will not be in our hands until 2, 3, or 4 
years from now. 

We must continuously look ahead and anticipate the worst as far 
as our position is concerned in the future. That is not only in the 
airplanes themselves, the long-range bombers, but in the number of 
atom weapons they may have at their disposal. 

We cannot assume relative positions today will be the same 4 
years from now. 

If, at the present time, our numbers are less than Russia’s I would 
say we are not in a secure enough position. If our planning for the 
future does not correct that, so that we are absolutely sure we are the 
biggest and best 4 years from now, we will be in danger, at that time, or 
before the stockpile of Russian H- and A-bombs may be sufficient for 
them to move. 

Senator Matonr. Your statement adds up to this then: Until we 
have reached this safe position, or until peace in the world is seeured, 
we should leave no stone untur nied to increase the efficiency, the flying 
speed, and the range and effectiveness of our own Air Force. 

General Spaatz. And numbers. 
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Senator Matone. And numbers, of course. And we are not assured 
of that objective now? We have not reached that objective now? 

General Spaatz. Judging from what has been said, I do not think 
that we have. 

Senator Matone. When we consolidated the three services—the Air 
Corps, the Army, and the Navy—we assumed that we would have one 
head and one plan of attack, one plan of defense. 

How far do you think we have progressed in that direction ? 

General Spaatrz. I suppose the plans for the use of what we have are 
well coordinated, but as for consolidation, it seems to me we have four 
Air Forces at the present time instead of one. 

Senator Matonr. What are they? 

General Spaarz. There is the United States Air Force, the Army 
Air Force (it is building up more and more to that end) ; the Navy, of 
course, has its Air Force, and under the Navy you have the Marines 
with their Air Force. 

Senator Martone. Then you have the Air Force? 

General Spaatz. Yes. There are 4 Air Forces with the overhead 
to run 4 eating up quite a few of the taxpayers’ dollars I would say 

Senator Matonr. What do you think we should do? 

We could be destroyed economically and I as a matter of fact, be- 
lieve there is a definite move on the economic front to destroy us. 

What do you think we should do about it ? 


SEPARATION OF RESPONSIBILITIES OF THE RESPECTIVE SERVICES 


General Spaarz. The ultimate go: . we should have is a Department 
of Defense with 1 Army, 1 surface } Navy and 1 Air Force. How to 
achieve that is pte problem. 1 think that one thing that would 
lielp a lot would be freedom of transfer between the various echelons 
of the Department of Defense. 

Senator Martone. You are talking about the officers and enlisted 
men ¢ 

General Spaatz. The officers, the senior noncommissioned officers 
the career personnel. 

They are the backbone of the services. 

Senator Martone. You do have noncommissioned officers that are 
invaluable in the Air Force and in the Army and Navy, do you not / 

General Seaarz. That is right, and there should be free transfer 
of the senior noncommissioned officers, the first three grades—— 

Senator Matone. Subject to transfer ? 

General Sraarz. Freedom of transfer between the services and the 
same for officers. I think also that one uniform would help. One 
uniform would not necessarily mean they all dress alike (because they 
would be dressed for the task they perform) but one uniform would 
to my mind mean a single promotion list. so tat the men in a service 
which is being greatly “augmented do not suddenly get promotions 
away beyond “what the other services have because ‘that, in itself, 
sauses the other services to want to stay big so they can get the same 
opportunity. 

Senator Matonr. You ought to have the same opportunity for pro- 
motion in accordance with your ability and training anywhere you 
are located ? 
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General Spaatz. The same career advantage. 

Senator Martone. And be put any place in any branch of the 
service. 

General Spaatz. I say it somewhat this way. When I first came in 
the Army they had 5 or 6 or 7 branches—Infantry, Cavalry, Field 
Artillery, Coast Artillery, Quartermaster Corps, Engineer Corps, 
each with their own promotion list. 

Of course, it was a struggle to get into the one that had the most 
rapid promotions. Each one wi anted to be big, as big as possible. 
Then they were all put on one promotion list. That welded together 
all the separate branches of the Army. 

Senator Maronr. The Air Corps was one of them ? 

General Spaatz. Yes. 

Senator Matone. Your point now is they all should be on the same 
promotion list and interchangeable. 

General Spaatz. Yes; with freedom of transfer. 

Senator MAtone. Then in case of police action, in case of temporary 
occupation or in case of all-out war, if there were a head to this na- 
tional defense organization the orders to all the services would 
emanate from that person ? 

General Spaatrz. Right. That would call for—a lot of people 
object to it—a Chief of Staff and a General Staff to formulate war 
plans, decide the disposition of funds for the forces, and so forth. 
Under that Chief of Staff there would be a commander of the Navy, 
a commander of the Army and a commander of the Air Force. ‘ti 
would somewhat be the same as the Army was organized after World 
War II broke out. General Marshall was Chief of Staff of the Arm 
with his General Staff. Under him was General McNair, auiciied 
ing the Ground Forces, and General Arnold commanding the Air 
Forces. If we put under that same setup a commander of the Naval 
Forces you would have what in my opinion would be the perfect 
organization. 

Senator Martone. Then your idea is, if that perfect organization 
were arranged, and the officers and the first three grades of noncom- 
missioned officers in each case were subject to interchange among the 
forces, that that would do away with the jealousy of promotion ? 

General Spaatz. It would tend to do away with it and over a period 
of time I think you would have a really efficient military force with 
a better possibility of cutting out those elements that are eating up 
money wihout bringing a commensurate return to the defense setup. 

Senator Martone. If we had such an organization, which I have no 
doubt we eventu: ally will have, I see no law that is in the way of doing 
this. 

Seen we have not had the strength at the top to bring it 
about. 





APPORTIONMENT OF THE DEFENSE DOLLAR 


What would be your idea of the relative strength of the services 
if we were under one head? In other words, we had estimates broken 
down from the budget. It looked like more money was going to the 
Air Force, it was the Air Force in the Army, the Air Force in the 
Navy, the Air Force in the Marizes and then the Air Force. 


39888—54—pt. 10-52 





802 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


In that way, it looked like when you separated all of them that you 
had just about an equality of money going to each force including 
the Air Corps of that force of about $ $10 or $11 billion apiece. 

If you had the force that you are talking about, how would that 
money be distributed ? 

General Spaatz. I would say—— 

Senator Martone. I think we have reached the point where we can- 
not back away from it. 

Men like you have te say what is needed and men in my position 
have to assume the responsibility. 

General Spaarz. I would say under the present situation that one- 
half the defense dollar should go into the Air Force. 

Senator Martone. The Air Force? 

General Spaatz. One-half. 

Senator Martone. One-half of the whole appropriation. If it is 
$33 billion then half of it would be about $17 billion that would be 
assigned for the Air Force? 

General Spaatz. Yes, sir. 

Senator Martone, And the other half would be divided between the 
Army and the Navy? 

General Spaarz. That is right. 

Senator Martone. Would it be divided equally? 

General Spaarz. I think that would depend. I would say, how- 
ever, that control of the seas is more important in meeting the present 
situation than a large army because, no matter how much we might 
give the Army we certainly cannot match the ground strength of the 
U.S. S. R. and her satellites. 

I would say more of that remainder would go into the Navy than 
into the Army. 

Senator Martone. Of that $16 billion left would two-thirds and one- 
third be a fair estimate? 

General Spaarz. It is pretty difficult to say. I would say it might 
be a good thing to shoot at to start with. 

Senator Martone. In other words, you are not going to fight any 
all-out ground wars. You will use ground troops for occupation after 
getting control of the air and use them for protection in the United 
States in case of invasion, is that it? 

General Spaatz. Yes; but we will not prevent Russia from going 
to war by the strength of our ground force because they will always 
exceed ours. We will prevent their going to war by having a stronger 
Navy and Air Force than theirs. 

Senator Matonr. They have no navy particularly. 

General Spaarz. Except in submarines. I noticed someone the 
other day said they had 400. 

Senator Martone. It has been testified here that they have perhaps 
twice the number of submarines that we have. 

General Spaatz. I have seen various estimates on that. But I cer- 
tainly think that the United States should always have a stronger 
Navy. Since we start out by having it we should maintain a stronger 
Navy than any other nation. I think that is a deterrent to war. And 
the stronger Air Force. 

I do not think we can have the strongest ground force because we do 
not have the manpower to do it. No matter what size we build it up 
to, it cannot be a deterrent to Russia going to war. 
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Senator Matone. The emphasis should be on the Air Force and 
the three services should be under—— 

General Spaatz, A Chief of Staff. 

Senator Martone. With his organization. 

General Sraarz. With his staff organization. 

Senator Matone. Our North Atlantic Pact provides for a foot army 
in Europe according to the statements of our Secretary of State. 

What do you think a foot army in Europe can do aside from main- 
taining a polic e action or creating a psychological effect ? 

General Spaartz. I think a foot army in Europe would have great 
difficulty maintaining its position there in case Russia wanted to 
overrun Europe. 

Senator Matonr. Could we feed this army or bring them home in 
case of sudden all-out war? 

General Spaatrz. It would be quite a problem. 

Senator Martone. In your judgment could we do it before we had 
regained control of the air over Europe? 

General Spaatrz. I would say that unless Germany, Western Ger- 
many, is brought into the picture with her foot soldiers, which are 
the best in Europe, that we would find it difficult, if not impossible, to 
maintain our position. 

Senator Martone. At the present time it is impossible to build 
great army in Germany and arm it properly, is it not? 

General Spaatz. They do not seem to be getting ahead with it as 
far as they could. It is a question of how long it takes to build the 
German Army and how long we have before the Communists reach 
a strength in other elements than the ground forces—stockpile of 
atomic bombs, long-range bombers, and particularly the strength in 
atomic weapons to figure they could have a change of winning. 

At the present time, I do not believe they will make a move that 
would start the war because I do not believe they figure they have the 
strength to win it, principally, I would say, in the atomic weapons. 

Senator Martone. This is Russia ? 

General Spaarz. Yes. 

Senator Marone. In other words, as long as we have the ascendancy 
in atomic weapons and have the Air Force to deliver the weapons you 
just do not believe there will be an all-out war? 

General Spaatz. I think the chances are remote. 


PEACE INSURANCE THROUGH SELF-SUFFICIENCY WITHIN THE WESTERN 
HEMISPHERE 


Senator Matonr. Then the chances for peace for the next 20 or 
30 years depend on our ability to do just what you have already testi- 
fied is advisable to do, and that is to have the necessary critical 
minerals and materials located within an area that you can defend 
and which are available to us and an Air Corps consisting of sufficient 
bombers and fighters to outfly and outfight those of any other nation 
and to deliver these bombs within that nation and destroy its war- 
making capacity ¢ 

General Spaatz. That would be the way I would size it up. 

Senator Maronr. I think you have brought out a number of things 
that will be helpful to the ennai One of them is that we should 
not attempt a movement or an armed action in any area, however 
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isolated, against any nation unless we are ready, willing and able 
to carry through and win an all-out war if that should result; is that 
correct ¢ 

General Spaatrz. That is my opinion. 

Senator Martone. And another, that our foot soldiers, Navy and 
Air Force outside of our own Nation are for the pen of police 
action and the psychological effect which they would create to show 
our interest. That would be a very dangerous operation unless we 
are prepared at home in case of an all-out war to win that war from 
our own bases within the Western Hemisphere ? 

General Sraarz. I do not think I had it as restricted as that. | 
said a strong enough Air Force so that by operating from bases that 
would be available to us—— 

Senator Martone. And if those available bases—it is conceivable 
that in case of an all-out attack by Russia if she has more planes than 
we have, we recognize she has so many more ground troops than we 
have that it would be impossible for us to fight a war in Europe or 
Asia on the ground, you agree with that? 

General Spaatz. Yes. 

Senator Martone. If we are forced back into the Western Hemis- 
phere, unless we are prepared to win the war from here, and control 
the air as we win the war, it would not be advisable to risk isolated 
wars that could bring on such an all-out war? 

General Sreaatz. Again I want to say, I do not want to be too res- 
trictive and give the impression that we will necessarily fight it from 
within the confines of the United States. 

Senator Matonr. Western Hemisphere. 

General Srpaatz. Even the Western Hemisphere because I believe 


that it would be very difficult for Russia to get control of the Pacific 
to the extent that would force us off many of those island bases in the 
Pacific. 

Senator Manone. You are talking of the Philippines? 

General Spaarz. Yes. 

Senator Martone. Japan? 


ACCESSIBILITY TO THE FAR EAST 


General Spraarz. Formosa, the islands of Japan, the Ryukyus, 
Guam, Hawaii—I cannot see the Communists being able to force us 
out of those places. 

Senator Martone. Do you think they might have a number of sub- 
marines to prevent us from properly serving the areas to maintain 
the bases / 

General Spaarz. They could make it perhaps difficult for us for 
a period of time but the submarine must go back to places to refuel, 
and so forth, and I think their operations would really become more 
and more restricted after the outbreak of war. 

I would presume, in my own thinking, that most of the islands of 
the Pacific would remain pretty much under our control. 

Senator Martone. I made a trip to Connecticut to watch the launch- 
ing of the first nuclear-powered atomic energy submarine. The state- 
ments about our nuclear-powered submarine are that it does not have 
to surface and that it is unnecessary to refuel for 6 months or a year. 
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No reason has been presented to the committee to lead us to believe 
that the Russians are not as far along with nuclear-powered vehicles 
as we are. That brings us to our point that conditions change as 
time goes on. 

General Spaarz. It is possible that the atomic submarine, when it 
is developed, may change that picture but, on the other hand, it is also 
possible that the airplane at that time might also change the picture 
and a considerable amount of serving can be done through the air. 
So that 

Senator Matone. By large cargo ships? 

General Spaatz. Yes, and if you can put the atomic power in sub- 
marines, you can also put it in large iianis and change that picture 
somewhat, too. 

Senator Matone. Or, if we had the large cargo planes of the nec- 
essary speed, you might service a considerable area with planes. It 
all comes down to an airpower that can control—wherever you do not 
control the air you are not going to remain very long. Is that right? 

General Spaatz. That is right, control of the air is the first require- 
ment for any successful military operation in any other field in an all- 
out war. 

Senator Matone. What about guided missiles? Are you familiar 
with that defense or offense? 

General Spaatz. I have not followed the details of the development 
too closely but there is no question that the long-range guided missiles 
are in the picture, but in 5 or 10 years, whatever it might be, I have not 
the detailed knowledge. But it is a fact we have to face in our plan- 
ning that there is no doubt that eventually guided missiles will be de- 
veloped that can take off from one continent and go to another con- 
tinent and drop a bomb with a reasonable degree of accuracy. The 
accuracy that is necessary is not as great with an H-bomb as it would 
be with ordinary explosives. 

Senator Martone. The area of destruction is much larger? 

General Spaatz. With an ordinary explosive, if it fell 3 or 4 hun- 
dred yards from the target, you did not destroy the target, but if an 
H-bomb falls within a mile or two its great area of destruction will 
include the target. 

Senator Matong, Isn’t it possible, then, if you have given this mat- 
ter any thought, that a greater economy would be practiced in the de- 
fense of this Nation by moving in the direction you have indicated ? 

Do you think that a substantial reduction in the defense expendi- 
ture might be possible by making all officers and the first three grades 
at least of noncommissioned officers interchangeable among the serv- 
ices and spearheading the whole national defense force with the Air 
Corps, following with the necessary foot soldiers and Navy for polic- 
ing purposes ? 

General Spaatrz. Certainly you could have, for the same money 
we will put it this way—the same force, for less money. 

Senator Martone. The same effective force for less money ? 

General Spaatz. Yes. As to what we can save in the overall figure, 
I do not know because it depends entirely on what strength the Com- 
munists are building EP 

Senator Matone. Also inflation has made all our equipment cost 
more and these large bombers would cost a great deal of money. Once 
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we are into that phase of it and once we have a base established for 
that type of defense and have our initial equipment, couldn’t we look 
forward sometime to a minimum of expenditure over a period of 20 
or 30 years if that should become necessary ¢ 

General Sraarz. I think we certainly must plan our defenses with 
the minimum expenditure in order to maintain the position of strength 
that we need. The basic goal should be to prevent a dictatorship from 
thinking it can go to war and get anything out of it. The cost of 
world war III will bankrupt everybody. The world will never be 
the same if that happens. Whatever it costs to have that necessary 
strength to feel fairly sure that the dictator will not start world 
world III we must pay unless we have that assurance we are gambling 
with our future. 


FAULTY ESTIMATES OF STRATEGIC DOMESTIC RESERVES 


Senator MALone. Testimbny before our committee has indicated 
that apparently there are two approaches to destroy this Nation. One 
is political, identified as communism, which started with the recog 
nition of Communist Russia in 1933. Several committees are working 
on that approach and I think the danger must be diminished. 

There was also an economic approach, an approach to get us to 
spend so much money that we might be destroyed economically and 
perhaps end up with the kind of government we are fighting. 

Testimony given here brought in the name of Harry Dexter White. 
A member of the staff of the committee made a trip to Princeton 
University where Mr. White’s papers were filed. After analyzing 
this material he came back with a great deal of information, one let- 
ter particularly was significant. 

It was a reference to a memorandum to the Secretary of the Treas 
ury. We obtained the memorandum from the Treasury. This memo 
randum was written when Mr. White was Assistant Secretary of the 
Treasury in which he said that we would be out of petroleum in 12 
years, out of tungsten in 3 years, manganese in 2 years, also out of 
other materials without which we could not fight a war. He indi- 

cated we would exhaust our supplies in a very short time. Therefore. 

a recommended to Mr. Morgenthau that we save our suppplies and 
purchase the critical materials abroad from foreign nations. He 
made a specific recommendation that Russia could supply these ma- 
terials if we would loan her the money to get started. 

Mr. Morgenthau wrote a letter to the then President of the United 
States in which he recommended the same thing almost verbatim. 
Then following the war when President Truman signed the Buy- 
American Act he said in a release to the public that “he signed this 
act very reluctantly because he did not believe in the Buy- American 
Act, and his administration believed we should save our critical ma- 
terials and purchase them from foreign nations. That set the policy 
and I am sorry to say we are still following it. 

Some of us hope to change it. As a result of that policy, that 
approach does two ae It has made us dependent on foreign 
nations for many materials such as manganese from India, columbium 
from Algeria, tin from the Malayan States, tungsten from southern 
China, from Portugal, Spain, and Burma, and copper, zinc, and Jead 
from Africa 
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We are in a position at the moment so that a nation such as Russia 
might suddenly decide that by cutting off these supplies, we could 
be destroyed. 

A second effect of that policy has been a gradual change in our 
economy from a civilian to a war economy, since we have now been 
importing the minerals, many minerals and materials, we are import- 
ing all of the watches practically, starting to encroach upon machine 
tools, so that our billions of dollars for the manufacture of war ma- 
terial that is being shipped to Europe and other places is supporting 
our economy. Our civilian economy has been partially destroyed. 
So that the Congress at the moment, and the Administration seems 
very reluctant to cut down this material even though a considerable 
part of it may be obsolete on account of unemployment and its very 
injurious economic effect 

So we find ourselves today with a civilian trend toward a war 
economy in this Nation and utter dependence on foreign nations for 
many of the minerals and materials we cannot fight a war without. 

I mention that to you, General, all of this will be in evidence and 
included in the printed volumes, and speaking only for the chairman 
of this committee it seems to be a very dangerous situation when as 
a matter of fact, we have established that it is not necessary to secure 
these materials from these areas in peacetime. Bring them in on a 
basis of fair and reasonable competition, trade with everyone, but 
be prepared to secure your manganese from the Western Hemisphere, 
tungsten, wool, and so on. For wool we are dependent on Australia 
for more than half. Be prepared so that we can almost overnight 
become ea in the Western Hemisphere which it has been 
determined is the area that would be available to us, with plentiful 
supplies. That is ‘Whel you had in mind in part at least when you 
said that we do not want to be in a position then so that any nation 
may decide that suddenly by doing certain things they can destroy 
us or Win a war. 

General Spaatrz. We cannot put ourselves into a position where we 
might possibly lose a war in case it is forced on us. That is funda- 
mental I would say. 

Senator Martone. Do you think if what I say is true—and the 
record will show that—— 

General Spaatz. That covers a rather large field out of my line. 

Senator Matone. I am talking about the transportation lines that 
we can keep open. 

General Spaatz. There is a possiblity some of the major ones may 
be closed at least temporarily if we go to war. On the question of 
getting materials from other parts of the world and saving ours that 
is too complicated a subject for me to go into. 

Senator Martone. I would not want to go into the question of 
whether or not we can get them in this hemisphere because we can 
get them at other sources but the fact that at the moment we are 
dependent on the sources across major oceans may be a dangerous 
situation. 

General Spaatz. It might be dangerous if the communication lines 
are closed to us. 

Senator Matonr. I understand you to say it would be likely they 
would be closed for a period ? 

General Spaatz. Yes, over certain areas of the world. 
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Senator Martone. How about the Far East, the Malayan States? 

General Spaatz. There is a good possibility they would be closed 
to us. 

Senator Marone. It did not take long to close them in the Second 
World War. 

General Spaatz. No; we had the Japanese at that time with a rather 
powerful fleet and it was before the full development of airpower. 

Conditions might be somewhat different, although there again we 
would be taking a chance if we had to depend absolutely for our 
supply on that area of the world. 

Senator Martone. Do you think we could prevent them destroying 
or neutralizing the sources of tin from Malayan States even after you 
regained control or at least deliver bombs there ? 

General Spaz. I would hate to have to guarantee that those sources 
would be open to us throughout a war. 

Senator Martone. Wouldn’t that be one way of winning a war 
from us? 

General Spaarz. Yes. 

Senator Martone. Well, General, I am speaking for the chairman 
and I know for the committee. I appreciate very much your taking 
time out of a very busy schedule to come down and talk to us this 
morning. Very soon we will furnish you with the transcript and you 
may review it for completeness and accuracy, adding anything you 
want to. 

You know now what we are trying to find out. 

Speaking for the chairman of the committee, I believe it to be vital 
that we determine these things for our own clarity of action on the 
Senate floor. 

For a number of decades Congress has followed along and we want 
to follow along when the right things are being done but being forced 
into a war, a war being a reality before it comes to Congress, and there 
being many things that have been reviewed by this committee that 

can s done in the interim so that we could win a war, it has seemed 
to many of us we plunge into these things without enough thought 
being given and we are signing agreements all over the world to protect 
nations. It seems sometimes whenever we find four or more people 
together we sign an agreement to protect them. I believe it possible 
to take in too much territory unless we are prepared to do the job. 

I believe men like you who have spent your lives in a certain field, 
you very definitely have a responsibility to help Congress in its de- 
cisions and I know what you said this morning will be helpful and 
again I thank you for your appearance. 

General Spaatz. Thank you. 

Senator Matonr. We will stand recessed subject to the call of the 
Chair. 

(At 1 p. m. the committee recessed subject to call.) 





STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


FRIDAY, MAY 28, 1954 


Unrrep Srates SENATE, 
SUBCOMMITTEE ON Minerazs, MATERIALS, AND Furis Economics 
oF THE CoMMITTEE ON INTERIOR AND InsuLAR AFFarrs, 
Washington, D.C. 

The subcommittee met, pursuant io notice, at 11:15 a. m., in room 
457, Senate Office Building, Senator George W. Malone, Nevada 
(chairman of the subcommittee) presiding. 

Present : Senator George W. Malone, Nevada. 

Present also: George B. Holderer, subcommittee engineer, and 
Richard G. Sinclair, subcommittee staff accountant. 

Senator Martone. The subcommittee will be in order. 

We have a problem that seems to be rather one of the usual problems 
where there are 4 or 5 Government organizations interested in it and 
no one has complete authority, and it just comes down to about one 
point, that is, some place they have to concentrate this information. 
Fortunately, the Senate Armed Services Committee held a hearing 
the other day. I do not know whether you were there or not. 

Mr. Mansvure. Yes; I was there. 

Senator Matone. I did not know that they were getting into it. 
Maybe they got all the information needed. But as long as we had 
our hearing scheduled we will go through with it and cooperate with 
them. 

You, of course, have been here several times, and you know what 
Senate Resolution 148 provides. The committee, after hearing about 
350 witnesses, will have a very helpful and concentrated report on the 
77 critical minerals and materials that are being investigated, as to 
their availability in time of war to this Nation and also to meet an 
expanding domestic economy. You have all been very helpful all the 
way through. 


SOLE TIN SMELTER IN WESTERN HEMISPHERE 


We have previously touched on this tin business. Suddenly we 
find that the only tin smelter in the Western Hemisphere is about to be 
wrecked or its operation stopped because temporarily we have enough 
tin in the stockpile for our needs in an emergency. 

It just happens that the chairman of this committee made a report 
on that smelter, or at least. had Charlie Henderson make it, in the early 
1940’s, I have forgotten the date now, for the Senate Military Affairs 
Committee, for which I was consultant then on strategic minerals. 
It just seems preposterous to the chairman of this committee, and an 
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unheard of procedure that, in getting ready for war, we have the raw 
material in the Western Hemisphere but we were just on the verge of 
wrecking the only smelter that we have in the United States and be- 
coming entirely dependent for future supplies of the processed product 
from Europe. 

Having lived through three of these things, now, I have always 
noticed that the price of tin and rubber and all of the things that we 
did not have or could not get except from offshore areas always went 
to the price traffic would bear finally, and the reason, probably, we 
yay a reasonable price for the rubber we buy is because we are produc- 
ing a lot of rubber now. We don’t have to argue about that. 

Now, I do not wish to convey the thought that I think I know all 
about this business, but it just seemed that it would be a very bad 
move for this Nation to allow this thing to again happen, after our 
unhappy experience in the last 35 years in this metal. 

Now, in this report that we will have ready in about 30 days, I hope, 
in some concentrated form, it has been pretty well established by 
testimony before this committee by such military strategists as Gen- 
erals Wedemeyer, Fellers, and Spaatz, and Major de Seversky and 
Charles E. Wilson, and others that when this war comes this time, 
regardless of all the plans of men and nations, we are going to start 
winning it from this hemisphere, and we are not going to be able to 
transport large amounts of supplies across either major ocean until 
we again gain control over the areas in which the shipments originate. 

Now, if that is true, it does not make any sense to the chairman 
to suddenly wreck the only smelter in the Western Hemisphere and 
become solely dependent on the processed material from Europe, where 
the tin from Bolivia would have to go and be processed and brought 
back across the ocean. This would involve two trips over sealanes, 
the defense of which is problematical. 

One of the things that is slowly dawning on this committee in the 
study of the transcript in the last 8 months is if we are going to pre- 
vent war we had better get in a position so that any potential enemy 
will know that she cannot shut the supplies off and beat us that way. 
At the moment any nation would be likely to decide they could be- 
cause we are getting approximately 50 percent of our manganese from 
a we are getting our columbite from Algeria and our tin from 
the Malayan States, except for what we have got here. Many of these 
materials you cannot fight a war without, and to make this country 
dependent on sources across a major ocean is ridiculous. If I were 
running the affairs of an aggressor nation, I would just destroy these 
sources. And some of the evidence looked like there had been some 
work from within here to bring that about. 

Tin is another metal that has been handled by three or four different 
organizations; the General Services Administration, now headed by 
Mr. Mansure, buys the metal when he is told to buy. He does not 
make his own decisions to buy it and not to buy it. 

You have a new organization here that Mr. Cooley represents, where 
a good many of these alphabetical agencies have been concentrated, 
and it is your job, as I understand it, Mr. Cooley, to determine how 
much of these materials you need and transmit it to Mr. Mansure’s 
organization and he buys it. You have the RFC that owns the plant, 
and all of these organizations operate more or less independently. It 
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is necessary to get this jurisdictional combination together so we can 
make some recommendations. 

I am glad that the Armed Services Committee held their hearing, 
because this is a very important metal. Next week we will consult 
with the chairman of that committee. Maybe he has most of the infor- 
mation that is necessary. 

I think we had better start with the RFC, with Mr. McKinnon, 
because they own the smelter that we have under consideration. 

Mr. McKinnon, if you would, will you give us any information you 
can on the status of the plans, what they are at the present time, and 
why, and what area this smelter has been filling in regard to our own 
needs for this metal? I think that would be very helpful to start off 
with. 


STATEMENT OF W. F. McKINNON, CHIEF, TIN AND FIBER BRANCH, 
RECONSTRUCTION FINANCE CORPORATION 


Mr. McKinnon. Smelter construction was started in 1941, and it 
produced its first ton on Easter Sunday in 1942. It has been in 
continuous operation bee e that time with the exception of one strike 
which lasted about 214 months. In that time we have produced a 
little over 400,000 tons of tin. 

Senator MaLtong. What was the date that it started ? 

Mr. McKinnon. Easter Sunday, 1942. It was in April. I don’t 
remember the exact date, sir. 

Senator Martone. Go ahead. 

Mr. McKrynon. The amount of tin that it has produced, I believe, 
will prove to be a little over half of the consumption in the country 
from January 1, 1942, to date. Part of the tin has gone into the 
stockpile so that it does not necessarily mean that all our tin went 
into consumption, but the amount produced ‘would be more than half 
the total consumption. 

The smelter produced about 37,500 tons of tin in the calendar year 
1953 and produced about 12,500 tons in the first 4 months of the 
calendar year 1954. 

When it became apparent last fall that the Government did not 
wish to buy any more of our tin, that industry did not need our tin, 
we did not feel that we were justified in continuing to purchase tin 
for which we had no need. Therefore, we stopped buying concen- 
trates except for the few long-term contracts that we had. 

Senator Matone. What date was this word conveyed to you that 
we were not going to buy any more of your tin ¢ 

Mr. McKinnon. That was no specific date, sir. The question first 
came up in the committee meetings late in 1952. We had a contract 
with—— 

Senator Martone. What committee ? 

Mr. McKinnon. The Defense Materials Operating Committee. 

Senator Martone. It was not a congressional committee ? 

Mr. McKinnon. No, sir. 

Senator Matone. The defense what ? 

Mr. McKinnon. Defense Materials Operating Committee. 

Senator Martone. Now how did they operate? Who are they / 
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Mr. McKinnon. It was composed of representatives of practically 
all of the defense agencies, and RFC sat in as an observer and not as 
au member. 

Senator Maronr. Name some of these members of this committee, 
that is, the agencies, and, if you remember, who represented them. 

Mr. McKrynon. The Defense Production Administration, the 
Department of the Interior, the State Department, the Bureau of the 
Budget, the Office of Defense Mobilization, the Munitions Board, the 
General Services Administration, Agriculture and Commerce, and 
NPA. 

Senator MaLtone. What date was this meeting / 

Mr. McKinnon. Those were weekly meetings, sir. They began to 
discuss it late in 1952 as to whether there would be a need for the 
smelter and whether they shouldn't begin to look at the question of 
discontinuing the operation. 

Senator Matone. Where did they think they were going to get the 
tin when the war started? Did they ever discuss that part of it/ 
Or was it just a matter of economy / 

Mr. ok apom. I would say, sir, that they felt they had fulfilled 
the objective, or that they had a fulfillment of the objectives in sight 
that had been set as to what would be needed for war. 

Senator Mavone. For any war, covering a period of time, that is 
what they thought? 

Mr. McKinnon. I can’t speak for what people thought, sir. There 
had been an objective established, and that was in sight. Whether 
that is right or wrong I couldn’t say. 

Senator Maronr. What do you think about it? 

Mr. McKinnon. I have never had any opinions on that, sir. I 


don’t have the information on which they judge the international] 
security requirements. 


STOCKPILE TIN REQUIREMENTS 


Senator Martone. How much tin do you have in stockpile? 

Mr. Gumpert. Is this an executive session ? 

Senator Matonr. No. Just leave that out. 

Mr. Mansure. We will furnish it to you, Senator. 

Senator Marone. All right. But, whatever that amount is, you 
have the amount that was estimated you would need in a future 
war? 

Mr. Mansure. Well, we have the amount that the objective has been 
set for. Can I put it that way? I do not know what the need would be 
for a future war. That would be up to really Defense and ODM to 
tell us. : 

Senator Matone. Have they told you? 

Mr. Mansurr. We are up to the objective now, Senator. 

Senator Maronr. You were given an objective and reached it ? 

Mr. Mansvre. In fact, we are over by about 60,000. 

Senator Martone. Maybe we had better turn this into an executive 
session. 

Mr. Hotperer. The published newspaper accounts say we have got 
enough for 5 to 8 years. That is published in every newspaper in 
the country. In other words, the published figure in the newspapers 
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is that we have got 250,000 tons. Inasmuch as it has been published 
in every magazaine and newspaper I cannot see where that would 
be a secret figure . 

Mr. Kenpau. It is not an accurate figure. 

Mr. Horperer. They do not vouch for the accuracy. That isa figure 
that is published. 

Mr. Mansvure. I think we can supply it to the committee. 

Senator Mavonr. Just supply a confidential memorandum. 

Mr. Mansure. We would not want that confirmed as the accurate 
figure. That is the published figure, that is correct. 

“Senator Maronr. Now you are operating in the RFC, and the RFC 
is closing out its affairs ? 

Mr. McKinnon. Yes, sir. 

Senator Matonr. Naturally you are not paid to have ideas; you are 
just paid to close out this RFC in accordance with the order. Is 
that the way you consider this responsibility of yours? 

Mr. McKinnon. I think that is possibly it, sir, yes, sir. 

Senator Matone. And you are closing it out at the present time. 

Mr. McKinnon. I think there is a difference in the word closing, 
sir. We have never issued any closing orders. 

Senator Matong, Tell us the exact situation. 

Mr. McKinnon. As I said before, we stopped our purchasing of 
concentrates. As we run out of concentrates to work on, which has 
happened within the last month, we have had to lay off people. We 
have nothing for them to do. And unless that is reactivated very 
quickly the plant will not be operating. We would have no authority 
to close, nor would we have any authority to dispose of it. 

As of this action of yesterday, I can only assume that there will be, 
very quickly, reactivation of purchasing at once. 

Senator MaLtone. What was the action, Mr. McKinnon? 

Mr. McKinnon. The commmittee’s recommendation, sir, I meant, 
the Armed Services Committee. 

Mr. Houperer. This Concurrent Resolution 79 was adopted unani- 
mously by the Armed Services Committee. 

Senator Martone. This action yesterday was on Senate Concurrent 
Resolution 79, introduced by Mr. Johnson of Texas. It went through 
the Armed Services Committee yesterday. 

Mr. McKinnon, I understand it was announced that way, sir. 

Senator Martone. Was there any change in this resolution in its 
adoption ? 

Mr. Hotperer. The only change, Senator, was in the date of making 
the report. 

Senator Martone. What report? 

Mr. Hoxperer. There is to be a report made to the Congress. The 
change is not basic. The resolution yesterday still calls for continu- 
ance until 1955. 

Senator Matong, Is there any agency mentioned or inserted? 

Mr. McKinnon, Not that I know of, sir. 

Senator Matonr. Well, apparently this would simply provide that 
the matter would remain in status quo while this investigation was 
going on, would it? 

Mr. McKrynon. I think so. 

Senator Matonr. That it not be disposed of and not operated. 
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Mr. McKinnon. No. I think the intent there is that it will be op- 
erated, in the first paragraph. 

Senator Martone. Yes. I am sorry. I overlooked the first para- 
graph. “Shall be continued in operation until June 30, 1955,” and, 
in the meantime, a complete report made on it by some congressional 
committee. 

That resolution makes considerable sense, and I suppose it will be 
on the calendar almost immediately, of the Senate. 

Mr. McKinnon. I would expect and hope so. 

Senator Martone. We will make this resolution a part of the record 
at (a pe os 

Res. 254 is as follows:) 
[S. Res. 254, 838d Cong., 2d sess.] 
RESOLUTION 

Resolved, That the Committee on Armed Services of the Senate and the Com- 
mittee on Banking and Currency of the Senate, acting jointly, are hereby con- 
stituted as a committee for the purpose of conducting, and the committee so con- 
stituted is directed to conduct a study and investigation of the matters with re 
spect to tin which were determined by section 1 (c) of Public Law 125, Eightieth 
Congress, and 8S. Con. Res. 79, EKighty-third Congress, to be required to be 
studied and investigated by the Congress in the public interest and in promo- 
tion of the common defense. For the purposes of conducting such study and in- 
vestigation, the committee so constituted by this resolution shall have all of the 
powers conferred upon standing committees of the Senate by section 134 (a) of 
the Legislative Reorganization Act of 1946, as amended; except that any ex- 
penses incurred by the committee so constituted shall be payable only from funds 
heretofore authorized to be expended from the contingent fund of the Senate by 
the standing committees composing the committee constituted by this section 
shall be completed and a report with respect thereto filed with the Senate not 
later than Mareh 15, 1955. 

Senator Martone. Well, now, you have stopped purchasing the ores. 
Tell us the conditions under which you were purchasing ores and the 
source. 

Mr. McKinnon. We have always gotten the greatest tonnage of 
concentrates from Bolivia. However . those are lower grade ores, and 
in actual tons of tin that has been a little less than half of the total 
amount of tin that we purchased in concentrates. The next largest 
source has been Indonesia. Those are very high grade ores. We get a 
lot from there. The next largest source for us has been Thailand. 
In Thailand we have kept a man out there since 1946 just to purchase 
ores, as it is the one source where you can purchase daily in open 
competition. Our next largest source has been the Belgian Congo. 
Beyond that are small quantities wherever we could get them—Portu- 
gal, Alaska, Canada, Mexico, French Cameroon. 

Senator Matonr. Under what conditions do you purchase that ore? 
You and I have discussed this before, but, for the matter of the record, 
will you state it ? 

Mr. McKrnnon. In the large purchases they usually cover a period 
of time, 1 year or 2 years, and the normal method of purchasing is to 
tee hase them on the basis of the market for tin metal, and from that 

pase you make deductions to cover the costs incurred by the smelter. 


There was one period in 1951 when, because of the very disturbed 
market, the policy was adopted of purchasing only on fixed price con- 
tracts, which might have been less or greater than what the market 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 815 


would have been. But the normal method of purchasing is on the 
basis of markets on all our contracts that we have made recently, and 
on the one contract we have in existence now. 

Senator Matone. Now the price you pay for these ores, on what is 
that price based? How do you purchase the ores? 

Mr. McKinnon. Well, I can give you, as an example, the one con- 
tract we have in existence now. The contracts are considered as 
having been delivered on the 72d day after they leave on the ocean 
vessel from the Far East, that being the average time of delivery. 
The quotational period is then the second month following that 72d 
day, or the month in which that 72d day occurs. We then take an 
average of the market quotations for tin metal in New York in that 
month. That is used as the quotational period. 

Off the record. 

(Discussion off the record.) 


COST OF END PRODUCT 


Senator Matone. Just give us what we would need in order to 
understand the general transaction. One of the things we need is 
the date that the price is based upon, and you have given that. In 
other words, there is a lag there. So you actually pay what the cur- 
rent world price is when it is actually delivered. 

Mr. McKinnon. That is right, sir. And from that base price— 
determined from the public quotations in that quotational period—is 
then subtracted specified deductions designed to cover all of our costs, 
smelting costs, metal losses, impurity penalties, whatever it may be, 
transportation, handling, whatever we incur. Therefore, the smelter 
operation could be considered in comparison with those deductions, 
that is, what the smelter has to work on. 

Senator Matone. Now your only market has been the General 
Services Administration ? 

Mr. McKinnon. Since April, in 1952, yes, sir. 

Senator Matonr. What prevents you from entering the general 
market for this tin and selling it to the purchasers in the United 
States for their uses? 

Mr. McKinnon. Starting back in the period of our last sale in 
April of 1953, we were then working mostly on those fixed-price, 
long-term contracts that I had referred to previously. We entered 
into those contracts after consultation with the defense agencies, and 
GSA had given us a contract to repurchase that tin from us at the 
same base. On about the ist of April, in fact, actually, the last few 
days of March, in 1953, the United States announced that the end of 
the stockpile purchasing was in sight. Simultaneous with that was 
the agreement in Korea to cease fire. The two things together caused 
a very rapid price decline. 

Senator Matone. In the world price. 

Mr. McKinnon. Yes, sir. It dropped down to below a dollar. 
Our selling price was $1.2114. 

Senator Marong. That is your selling price in order to cover your 
costs ? 

Mr. McKinnon. Yes, sir. We were then in a position that at that 
time all the tin that we had sold was at $1.2114, and we did not think 
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it would be very proper to cut our price to the industry and continue 
to sell to the Government for $1.2114. Furthermore, the Government 
stockpile was not filled. So we continued to put ours in the stockpile. 
Industry was able to get all its tin as evidenced by the fact that the 
market was falling. Therefore, we never made any sales. 

Senator Martone. What is the price now / 

Mr. McKinnon. The price of tin yesterday at New York was about 
934% cents. In Singapore it was about 89. 

Senator Martone. That is relatively the world price, around 90 
cents ¢ 

Mr. McKinnon. That is right, yes, sir. 

Senator Matonr. What was it before the Korean fracas ended? 

Mr. McKinnon. Korea occurred no Sunday, I believe. On the 
Friday before, which was the last business day, the price of tin was 76- 
and-a-fraction cents in New York. 

Senator Matone. 76? 

Mr. McKinnon. Yes, sir. 

Senator Matonr. Even before Korea ended ? 

Mr. McKtxnon. No—I beg your pardon, sir—before the outbreak 
in Korea. I thought that is what you asked. 

Senator Martone. Was it after the outbreak, and what was the 
range of the price during the Korean war? 

Mr. McKinnon. Well, right after Korea, the outbreak of Korea, 
the price started to rise very rapidly. By the 25th of January of 
1951 the price had hit $1.83 in New York, and on the 26th the price 
was frozen. It froze each seller at his last price, and various brokers 
were frozen at various levels. However, $1.83 was the last quotation 
for the last day. 

Senator Matonr. What were you getting during that period for 
your tin / 

Mr. McKinnon. We were selling our tin on the basis of the average 
of the week following the week in which we made the sale. We merely 
took the market and averaged it for a week. 

Senator Matone. Then you were getting approximately $1.83 a 
pound ? 

Mr. McKinnon. Yes. In fact, our frozen price resulting from 
that, the highest price we got was $1.827. 

Senator Matone. Did you make some money during that period / 

Mr. McKinnon. Certainly. I had a lot of tin that averaged about 
a dollar cost. 

Senator Martone. That lasted a couple of years, did it not? How 
many tons did you sell at this high price? 

Mr. McKinnon. Well, I have to refer that, sir. But we normally 
had around 40,000 tons of tin metal and tin in concentrates at about 
that time, and by the following January or February we were prac- 
tically out of tin. 

Senator Matonr. You made some money during the Korean war. 

Mr. McKinnon. Yes, sir. I would like to- 

Senator Matonr. Immediately the price dropped when the Korean 
war was over, the world price dropped, and your price then, you 
could only get what the GSA would give you, which was your cost ? 

Mr. McKinnon. No,sir. May I go back a little on that, sir? 

Senator Matonr. Yes. 
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Mr. McKinnon. While we made some money in that time, I would 
like to point out that that is only a theoretical gain. We were sell- 
ing at $1.83, but we were also purchasing concentrates at the same 
price. Any profit that you could have made was only to the extent 
that you were selling more tin than you were purchasing in that 
time. 

Senator Matone. Yes, I see. They raised the price of the con- 
centrates immediately when the war started. 

Mr. McKinnon. The price of concentrates is also based on the price 
of metal, and that did start to go right up very rapidly, yes, sir. 

Senator Matone. Then who profited by the Korean war as far as 
tin is concerned ? 

Mr. McKinnon. I think everybody that dealt in tin, s 

Senator Martone. Indonesia? Africa? 

Mr. McKinnon. Everybody, Malaya, Bolivia, everybody. 

Senator Matonr. Then immediately the war was over, however, at 
the close of the Korean war, the price dropped right back to what? 

Mr. McKinnon. No, sir. I would like to change that a little, sir. 
I stated that the price of tin was frozen in January of 1951. The latter 
part of February or the first part of March the Preparedness Sub- 
committee of the Senate came out with its report on tin, and the GSA 
announced that there would be no more purchasing for the stockpil- 
ing, and if any purchases were made it would be held to an absolute 
minimum for industry. 

Senator Maronr. Why was that? 

Mr. McKinnon. To break that price. 

Senator Martone. To break the market ? 

Mr. McKinnon. Yes, sir. 

Senator Martone. Why do you think you were able to break it? 

Mr. McKinnon. Because RFC had tin. 

Senator Matone. Because what? 

Mr. McKinnon. Because RFC had tin to supply industry. 

Senator Martone. Because they had a mill to smelt it. Does that 
maybe have something to do with it? 

Mr. McKinnon. That would be part of it; it wouldn’t be alto- 
gether. 

Senator Martone. Do you think you could have broken the price 
if you did not have a smelter in the United States? 

Mr. McKinnon. No, but I don’t think the smelter in itself could 
have done it. We couldn’t produce the entire supply for the United 
States, and you had to have the supply of tin to meet the demand 
to break the price. 

Senator Martone. What is your capacity there annually? 


ANNUAL CONSUMPTION OF TIN 


Mr. McKinnon. 35,000 to 40,000, sir. 

Senator Martone. And our annual consumption is around 60,000? 

Mr. McKtnnon. Yes, sir. 

Senator Matoner. If you have the stockpile that you have now and 
you have your smelter, do you think you could break the price if it 
was unreasonable? 

Mr. McKinnon. With the two of them, yes. 


29888—54—pt. 1953 
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Senator Matong. So you want to dispose of one of them so you 
could not handle a world price if it went to $2? 

Mr. McKinnon. I never said I wanted to dispose of the smelter, 
sir. 

Senator Matonr. That would be the effect of it, wouldn’t it? In 
other words, we would be in the power of the people that had the 
smelters. 

Mr. McKinnon. That might be. 

Senator Matonr. Don’t you think it would be as a matter of fact? 

Mr. McKinnon. Oh, yes. I think if the smelter would be disposed 
of. 

Senator Martone. That is the question I asked you. Then do you 
think the smelter ought to be wrecked ¢ 

Mr. McKinnon. If the Government doesn’t want any tin I cer- 
tainly think it should, yes, sir. 

Senator Matonr. Who is the government in this case ? 

Mr. McKinnon. Whoever sets the stockpile and is willing to buy 
the tin we produce. 

Senator Matone. You cannot meet the world price now with your 
smelter, and therefore the industries will not buy your tin when the 
other is available at a lower cost; is that right? That is the reason 
your Government is your only customer. 

Mr. McKinnon. No, that isn’t exactly right, sir. 

Senator Matone. Tell us about it. 

Mr. McKinnon. With the concentrates we are purchasing now, and 
if we were purchasing in sufficient volume that we could operate at a 
fair level, we could meet the world price and have no loss at the 
operating level. We might not recover the indirect costs. 

Senator Matonre. What would those indirect costs amount to? 


AMORTIZATION OF COSTS 


Mr. McKrnnon. Interest on money and cee and so on. 
It would be in the neighborhood of $2 million a yea 

Senator Matonr. We have quite a lot of those ndirect costs around 
Washington, don’t we ? 

Mr. McKinnon. Oh, yes. 

Senator Martone. No one ever calls it part of the cost. But when 
we add it up after we go home we always have to sell some extra 
bonds. So tell us something about this thing, as to what you think 
the future effect would be if we disposed of the smelter, had no smelt- 
ing capacity at all, and if we kept it and had smelting capacity and 
stockpile. What do you think would be the effect on the tin price in 
the future? Would it have any? 

Mr. McKinnon. Senator, you are asking me questions that really 
involve—— 

Senator Matonr. You are in the tin business down there. 

Mr. McKinnon. Yes, but the answers you are asking me to give 
would, in effect, be taking an opposite viewpoint from what the Senate 
committee decided yesterday. I am willing to accept that. 

Senator Martone. I do not care what our committee decides. What 
we want is the truth of this thing, and you are an expert, aren’t you? 

Mr. McKinnon. All right, then I will answer your question, sir. 

Senator Matonr. That is what I would like you to do. 
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Mr. McKinnon. If this Government runs this smelter and does not 
cell its tin it is a support to the market, and it will go higher, the price 
will go higher. 

Senator Martone. Explain that. 

Mr. McKinnon. If you close the smelter and turn this tin back 
on the market the price will break and go down. 

Senator Matone. What tin are you talking about ? 

Mr. McKinnon. The tin that the smelter would purchase. 

Senator Mavone. You are talking about the ore that you are proc- 
essing ¢ 

Mr. McKinnon. All right, the ore. The world is in an overpro- 
duced condition right now. The nature of that overproduction is 
around 40,000 tons. The RFC is committed to take 20,000 tons of 
that, partially in metal and partially in concentrates—it doesn’t mat- 
ter which. We are taking that much. If we run for another year we 
will purchase another 16,000 to 20,000. That will be taking the rest 
of the surplus off the market. If it is held off the market it is a sup- 
port to the market. If the smelter does not run, or if the tinpro- 
duced by the smelter is placed on the market, then there is a surplus 
on the market and it has a depressing effect. 

Senator Marone. All right, now, assume you go out of business. 
How many people are in the business of producing tin ore in the world 
to the extent that it would affect the market? 

Mr. McKinnon. How many people? 

Senator Matonr. How many nations or how many entities like 
Indonesia and the Far East and the Malayan States and Bolivia? 

Mr. McKinnon. I would place that at not more than 4 or 5, depend- 
ing on how far down you want to go. 

Senator Matone. Did you ever hear of a cartel system ? 

Mr. McKinnon. I have heard of it; yes, sir. 

Senator Matone. Do you know what their effect generally is? What 
the effect generally is of a cartel? 

Mr. McKinnon. Yes, sir. 

Senator Matonr. What do you think it would be if we were out of 
the business? Let’s just go out of the business for a few minutes and 
think that one through. 

Mr. McKinnow. Sir, I have talked with you about this before. The 
best way to break that is to have a stock of tin that can be released at a 
price. The smelter in itself could not hold it. It could bea help. 

Senator Matone. Well, that is one thing that this committee has 
found. I guess we knew of it before as individuals, but we ourselves 
have never collected all the information. We have so many alpha- 
betical agencies that operate separately on their own and have nothing 
to do with anybody eise, even another agency, that the effect is gen- 
erally bad. 

Mr. McKinnon. I think I would agree with that, sir. I would like 
to point out that——- 

Senator Martone. And if we have some way of establishing a speak- 
ing acquaintance between these agencies to know what each one of 
them does in their relation to the other ones, just some committee of 
Congress which right at the moment is this one, we think there might 
be a solution to it. 





820 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


RAPID RISE IN TIN PRICES FOLLOWING KOREA 


Mr. McKinnon. I would not take any exception to that, sir. I am 
only trying to emphasize that when this rapid rise occurred in the price 
following Korea, when it went from 76 to $1.83, our smelter was in 
full operation with no thought of closing it, and we had a lot of tin 
on hand, but the price went right on up. “The smelter in itself cannot 
hold the price. 

Senator Matonr. Could the smelter itself operating, we will say, 
under the General Services Administration, for example—if we have 

seen the last of the RFC, and some of hope we have—having a speaking 

acquaintance with the Office of Defense Mobilization, and the Gen- 
eral Services Administration, do you think something could be worked 
out there so we could protect ourselves in the tin m: arket 4 

Mr. McKinnon. As I said before, sir; the operation of the smelter, 
regardless of who is running it, is not the key; the key is to have the 
tin that will be available for sale at a fixed price. 

Senator Matonr. Well, in that event, couldn’t we have tin for sale at 
a fixed price? 

Mr. McKinnon. If you have it on hand, yes. If you have a smelter 
you have still got to go out in the world and pay whatever it takes to 
buy those concentrates. You are not holding the price. But if you 
have tin metal and sell that at a fixed price you can, by the size of the 
American consuming market, control the world price. 

Senator Martone. About what percentage of the world use do we 
represent ¢ 

Mr. McKinnon. In the past few years the United States pur- 
chased, for both stockpile and consumption, about 60 percent. 

Senator Martone. What is the world consumption ? 

Mr. McKinnon. The world consumption last year was around 
128,000 tons. 

Senator Martone. Was that an average? Does that run over the 
years about an average ? 

Mr. McKinnon. No. The years before that it was up more in the 
neighborhood of 140,000. 

Senator Matone. Then 60,000 tons is not 60 percent of that amount. 

Mr. McKinnon. No. We were purchasing it for the stockpile in 
addition to the consumption. The present consumption, I don’t think, 
is more than 45 percent of the world production. 

Senator Matonr. Now, at 90 cents, and at a cost of $1.20, that would 
mean a loss of about 30 cents a pound if you competed in the United 
States market and sold tin to the industrialists for industrial use, 
would it not? 

Mr. McKinnon. At those figures, yes, sir. But I would like to 
state that we had other purchases at market. The average of that tin 
we have will not be over $1.10 to $1.11. 

Senator Martone. That is helpful information. You did not put 
that in the record before. 

Now, as I understand you, the cost of this ore has something to do 
with the market for tin, does it not? In other words, you would not 
be paying as much for your raw materials as you heretofore did, as 
long as you have a 90-cent market, would you? Wouldn't the raw 
materials finally come down to the—— 
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Mr. McKinnon. They would right now. You would buy on the 
basis of whatever the metal market was today. 

Senator Matone. Ninety cents? 

Mr. McKinnon. Yes, sir. 

Senator Martone. Then if you bought on the basis of 90 cents raw 
materials, what would it cost you to turn out the tin? 


SMELTING COSTS 


Mr. McKinnon. Sir, the cost of operating that smelter will vary 

all the way from 6 to 7 cents for good ores, to 30 cents for low-grade 
Solivian ores. I would have to have an analysis to answer your 
question specifically. 

Senator Matonr. You can go back and make one and give it to us. 
Would it be 50 cents a pound or 5 cents a pound? 

Mr. McKinnon. No. It would average more like 12 to 15 cents 
a pound, 

Senator Martone. In other words, you would not lose 30 cents; you 
would lose about 12 cents a pound if you met the price that the indus- 
trialists in the United States could buy their tin at? 

Mr. McKinnon. Sir, I have said that if we were buying today, if 
we were at a good level, we would have no loss. We would get suf- 
ficient deductions from today’s costs to cover our smelting cost. I 
stated that before. We would have no loss. 

Senator Matonr. I did not understand the answer to my question 
to add up to that. 

Mr. McKinnon. If you sold the tin we accumulated in the past at 
higher prices, then your question—— 

Senator Martone. Then, let’s just say you yourself continue to oper- 
ate this smelter, and we let it smooth out in the next 6 or 8 months, 
and you are buying your ore on the basis of your market, and you 
have the time to start operations and level off just like you do in 
any business. Then how much would you lose? You would not 
lose anything, according to your last statement, in meeting the price 
in the United States that they can buy for elsewhere. 

Mr. McKinnon. I would like to clarify that to this extent: I said 
that if we were operating at a level of around 35,000 tons that woula 
be true. I think 


OPERATING CAPACITY 


Senator Matonr. What are you operating at now? What level? 
I mean when you were operating. 

Mr. McKinnon. I said we were operating at 36,000 to 37,000 tons 
the first 4 months of this year. 

Senator Matone. If you resume operations, then, that is what you 
mean. 

Mr. McKinnon. Yes. 

Senator Martone. That is what I asked you. Let’s resume opera- 
tions for a year and see where we stand. How much would you be 
losing to meet the world price ? 

Mr. McKinnon. That is what I was trying to explain, sir. I can- 
not start from a dead standstill. It will take me 2 months to get 
ores in. 
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Senator Matone. I am talking about a year. I don’t care about 
2 months. I want something for the committee to get their teeth in. 

Mr. McKinnon. In that year I cannot start from a dead standstill, 
I don’t believe, with the ores that will be available and acquire more 
than 24,000 or 25,000 tons of tin in that year. 

Senator Martone. Let’s make it 2 years, whatever time you want. 
You assume the time and tell me when you can get on the basis of 
meeting the market price to the users of tin in the United States 
without losing money, and give it to us in words of one syllable. 

Mr. McKinnon. Yes; but I cannot make it that simple. I have 
said that if we were operating we could operate at practically no 
loss on an operating level, but in 1 year’s operations there is going 
to be a small loss because I cannot hit full operation. 

Senator Matone. In 2 years, what then ? 

Mr. McKinnon. I cannot make up the second year what I would 
lose in the first year. 

Senator Martone. I am not talking about making it up. I never 
heard of a Government department making up anything. I am 
talking about you finally getting a leveling off and doing business 
for the Government. 

Mr. McKinnon. In the second year, if I was operating and going 
to continue to operate, I think I could operate at no loss. 

Senator Martone. That is very helpful information. I think we 
will leave it right there. 

Now, Mr. Mansure, I know you are in a hurry, so give us your side 
of the project, with no confidential information. We will leave that 
just as we have in the past. 


STATEMENT OF EDMUND F. MANSURE, ADMINISTRATOR; MAX- 
WELL ELLIOTT, GENERAL COUNSEL; IRVING GUMBEL, ACTING 
DIRECTOR, MATERIALS DIVISION, EMERGENCY PROCUREMENT 
SERVICE; AND JOE E. MOODY, ASSISTANT GENERAL COUNSEL 
FOR REAL PROPERTY, GENERAL SERVICES ADMINISTRATION 


Mr. Mansvure. Our statement will be very brief, because we do not 
come directly into the smelter until a decision is made on what hap- 
pens to it. 

Senator Martone. I understand that. You are one of the agencies 
that do what you are told. 

Mr. Mansvre. That is correct. 

Senator Martone. And do the best job you can do, 

Mr. Mansure. But, of course, Congress can have our complete 
assurance that whatever the decision is we will start operating at 
once, but that will not come until at least the end of June. 

Senator Martone. If you are directed to take up the slack, what- 
ever it is, so that the leveling-off operation, as just explained by 
Mr. McKinnon, can take place—it takes some time to level off so that 
there is no loss in the operation, and that is what you are really doing, 
is taking up the slack. 

Mr. Mansure. That is correct. 

Senator Martone. If you were ordered to do it. 

Mr. Mansvure. That is right. 
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Senator Martone. And if you were ordered to take that tin at a 
price that allowed that smelter to run, which m: 1y be a loss for 1 year 
or 18 months, but, looking forward to a leveling-off process, that 
would be your job? 


STRATEGIC IMPORTANCE OF THE TEXAS TIN SMELTER 


Mr. Mansvure. We would look at it like an insurance premium. It 
s protection of the country which would be decided by ODM. 

Senator Martone. Now, if you had this tin, however, and it was 
more than you needed for our national defense officials—and that 
really boils down to the Office of Defense Mobilization—and this has 
no relation whatever to what they may have said—if they say you 
need a million tons of tin there continually as a base for war, and 
vou have that million but you are ordered to take up slack, and you 
may go up to 1,200,000 tons—and, of course, I am talking in figures 
much above purposely—but above that million—you could sell it at 
the market price if you were ordered to do that, couldn’t you? 

Mr. Mansure. That would depend on whether the authority were 
given to us, we could. 

Senator Martone. I am saying that. 

Mr. Mansure. That would be presumed. 

Senator Martone. If the order comes through the Office of Defense 
Mobilization for you to sell at the market price anything over a mil- 
lion tons, or whatever it is, for national defense, you would do th: at, 
wouldn’t "you! 

Mr. Exxiorr. It would all depend on the nature of the original order 
toacquire. In other words, if we had been told to put it into the stock- 
pile, then we could not take it out of the stockpile immediately. It 
would take a Presidential order to do that; if we were ordered to take 
it and hold it but not as a part of the national stockpile, then, of 
course, we could sell it if we were given an order. The point I wanted 
to make was once it gets in the stoc kpile we could not take it out, nor 
could the Director of Defense Mobilization. 

Senator Martone. You could do what you are told to do, however, 
through a congressional act. 

Mr. Exurorr, Yes, sir. 


RELEASE OF TIN FROM STOCKPILE 


Mr. Mansvre. I think probably Mr. Elliott wants to make the point 
that once it goes to the stockpile it becomes frozen. 

Senator Martone. It does at the monient. I think there is a reason 
for that, because under many minerals that we produce in this coun- 
try, to maintain an incentive for private capital, they just have to 
escape somewhere or other from the fear you will break your market. 

I think that is at the bottom of it. What are we trying to find out 
now, speaking from one member out of the Senate, is to get some 
information on which we could base an act that would give you the 
proper orders. Naturally the office of Defense Mobilization has to 
have certain leeway, too. But if we understand what is necessary 
to prevent getting into the clutches of a world cartel I am under the 
conviction right now that Congress will do it. However, we cannot 
do it unless we have the information. If we are going to operate at 
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a loss for 10 or 15 years we would have to decide, if we are going to 
lose 10 cents a pound, we will just take that loss and absorb it as a cost 
against preparation for war by maintaining the smelter. Then again 
possibly after 1, 2, or 3 years world conditions may level off and we 
may operate the smelter at a break-even point and keep out of the 
clutches of a world cartel and avoid a price of $2 a pound at the mo- 
ment we are out of business, then it begins to look reasonable to the 
chairman of this committee. 

So I think the information you gave us at the last is exactly what 
we had you up here to give us, Mr. McKinnon, if that is true, and 
you are the one that knows perhaps more about it than anyone, at 
least that I am in touch with. 

All that is needed then for you to operate, to maintain the stock- 
pile at the point that is decided that is needed at all times and to take 
up the slack beyond that and have it avilable for market, would be 
the proper orders to you? Is that true? 

Mr. Mansvre. That is correct. 

Senator Martone. And you would operate just as you always do? 

Mr. Mansvure. And the funds, of course. 

Senator Matone. I have not noticed any lack of funds. As a mat- 
ter of fact, we are getting ready now to give $31, billion to nations 
that have already broken our markets in some areas in strategic and 
critical minerals and materials. And there probably is room even 
in our committee for some horsesense if we could find out what it is. 
It comes down to a point of what kind of operation is necessary to 
do the necessary thing, and whether it would be a feasible thing to do 
or not. That was the reason I was so persistent in my questioning, 
until we find out now that if we do have the latitude in operation we 
would not lose any money; we would meet that market price. I could 
see, because I have talked to Mr. McKinnon before, that the lag in 
fixing the price is for our protection, but it could work the other way 
for a short time. 

Mr. McKinnon. You are committed to it. 

Senator Martone. You are committed to it. But after it levels off 
and you have enough tonnage above the necessary amount in the stock- 
pile and you have a going-concern operation, then you are in a posi- 
tion to protect yourself. That is the situation, and you believe that, 
do you, Mr. McKinnon ? 

Mr. McKinnon. Yes, sir. 

Senator Martone. All right, then, all you need is the proper legis- 
lation and the proper orders and funds to operate with, and you 
operate just as you always do to protect your stockpile and do what 
you are ordered to do. 

Mr. Mansure I would like to say further that, of course, time is 
very important because you don’t want to have a closing off operation 
or a loss of personnel and then have to make that all up again. I 
mean the decision should be made quickly. 

Senator Matone. You are talking about the smelter operation ? 

Mr. Mansure. That is right. 

Senator Matong. Of course, your personnel does not change. 

Mr. Mansure. No, I am talking about the smelter. I think the testi- 
mony has already indicated there have been some layoffs. 

Senator Matone. I think if we had been aware of this situation 
we would have held this hearing last August, you remember, when 
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we did ask the Bureau of Mines for a report on the tin setup. But 
the chairman, at least, was not aware of this impending decision. 

We appropriate money for so many things that we don’t know 
how they are corrected, but it is time we found out too. This is for our 
benefit. 

Now, Mr. Mansure, I do not see that we need to detain you if you 
would like to leave. 

Mr. Mansure. Mr. Elliott and Mr. Gumbel and Mr. Moody will 
be here. 

Senator Mavone. | thank you very much. 

Mr. Gumeper. I would like to make a very brief remark. 

Senator Matone. Anything would be helpful. 


COMMERCIAL VALUE OF TEXAS TIN SMELTER AND FEASIBILITY OF OPERATION 


Mr. Gumpex. The Senator knows that there are a lot of custom 
smelters in zine and lead and copper and everything like that, and 
they all make money. They do not have any trouble. There is no 
reason in the world why this Texas City smelter could not be operated 
as a custom smelter either by a private company or by the Government. 
It is simply a custom operation. You buy ores from abroad the same 
way that the zine smelters buy zinc concentrates from abroad and 
bring them in and smelt them and sell them. It isa simple proposition. 

Senator Matone. And then have that backlog to regulate your own 
market. 

Mr. Gumpert. You can use it for that or just operate for anybody 
that comes along. I mean you may have various, different objectives. 
I take it the Senator’s chief objective is national defense. If that is 
your chief objective then we want to have this smelter always avail- 
able and always in operation and buy the concentrates wherever we 
can. 

Senator Matone. And one other thing, if possible—not lose any 
money. 

Mr. GumBeL. Yes, and that could be done. If you wanted also to 
regulate the price, then of course you have got to go into a stabiliza- 
tion operation. 

Senator Matone. I do not think any Member of Congress—I can 
only speak for myself—is going to worry about a price within 20 or 
30 cents of what it should be. But most of us have recollections of a 
doubling of price whenever they get the hammer over your head. And 
that is something that I speaking as one member of the Senate, think 
would be inexcusable. 

Mr. Gumpe.. In order to avoid that, you would want what Mr. 
McKinnon suggests, you would want a stock, not a stockpile but a 
stock of tin that you could put on the market when the price was too 
high. 

Senator Matone. And meet the world price at any time, even if it 
is juggled for a while. But when you are able to do that it might 
prevent this manipulation of the world market. 

Mr. Gumpet. The mere fact that it was there would help. 

Senator Matong. Now, Mr. Cooley, you have heard the testimony 
of Mr. McKinnon and Mr. Mansure. We have great regard for this 
Office of Defense Mobilization which we set up. I do understand now 
that your organization not only is a very powerful organization and 
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issues the orders of the amount needed in the stockpile, but you have 
the authority, and it has been done, to countermand or change the 
amount that even the Secretary of Defense has at different times 
estimated. So we want to hear from you now as to what you think 
could be done to make this thing a going concern, losing as little 
money as possible at least in the beginning , and then, after we are on 
the way, maintaining a whiphand on one of these top metals, critical to 
this Nation in time of war. 

You have heard the testimony. Go ahead and just give us your slant 
on this thing, Mr. Cooley. There is a missing link in here. If we do 
away with the smelter, at least the wi uy it looks to the chairman of this 
committee, we are eventually in the hands of a world-cartel system. 
How do we prevent it without losing money for the taxpayers, or least 
minimizing it all we can, and what do you suggest ? 


STATEMENTS OF VICTOR E. COOLEY, DEPUTY DIRECTOR, OFFICE 
OF DEFENSE MOBILIZATION; AND CHARLES KENDALL, GENERAL 
COUNSEL, OFFICE OF DEFENSE MOBILIZATION 


Mr. Cootey. Senator, I have came to this committee hearing with 
the idea that I would speak only from the standpoint of, and would 
confine my remarks to, national defense considerations. That is, since 
we do not operate the smelter or actually make any of the purchases, 
that our function is determining defense requirements primaril 

Senator Martone. I think you can confine yourself to that field, but it 
may be a broader field than you originally envisage. In other words. 
look 5 years ahead. Maybe we will not have a war in 5 years, and | 
hope it will not be for 50 years. I think if we are ready it won't be. 


That is just a personal opinion, but we are not ready. 
Now, how are we going to prevent a cartel from making $2 a pound 
yr 
a P] 


in peacetime like rubber was one time, $1.50 or something, when, as 
a matter of fact, it could be produced for a fourth of that? 

Mr. Cootry. Again, Senator, that is a little beyond my field at the 
moment. I think “perhaps I should begin by saying, or trying to de- 


fine what ODM’s responsibility is in this field. 


OFFICE OF DEFENSE MOBILIZATION POSITION IN CONNECTION WITH 
THE TIN SMELTER 


We determine, or we obtain from the Defense Department and 
from the AEC their needs and from Commerce, critical civilian needs. 
From these sources we learn what the essential requirements are for 
defense purposes. And those data that we obtain are considered by 
an interdepartmental committee, a stockpile committee, that advises 
with us in determining finally what the requirement is. 

Senator Matonr. Who are those agencies that you consult with? 

Mr. Coorry. I think they were mentioned earlier today. Mostly 
it is about the same group that Mr. McKinnon mentioned. Every 
agency that has any interest in the particular materials. The State 
Department is represented, Defense, Interior, Commerce, I believe 
FOA, Agriculture. I am sorry I did not bring an exact list. 

Senator Matone. You can furnish us a list, and that will be all 
right. Don’t worry about it. 

Mr. Cootry. I will be glad to. 
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In any event, this committee is advisory to the Director of Defense 
Mobilization, and they consider all of the information given us by 
these three main sources and determine then what they believe the 
requirement must be to carry on an all-out war for the number of 
years that they are considering. 

Senator Martone. In your Office of Defense Mobilization you really 
have the authority to lower any estimate even that the Secretary 
of Defense gives you, do you not? 

Mr. Cootry. I think that is so, is it not? 

Mr. Kenpatu. That is correct. Of course, his estimate is not a 
complete estimate. Added to that is the civilian requirement as shown 
by Commerce, 

Senator Matone. You have at different times cut his estimate ? 

Mr. Kenpauu. I do not know of that. We could look and see if 
there are any cases in which we have set a goal below the figures 
suggested by the Secretary of Defense. 

Senator Matonr. All I wanted to understand is that you have 

authority to set your own figure. 

Mr. Coorry. That is true. 

Senator Matonr. Whether it is more or less. 

Mr. Cootry. That is true. 

Senator Matone. How many agencies did you take over? If you 
don’t remember you can furnish us that information. It was about 
a dozen of them, wasn’t it ¢ 

Mr. Kenpauu. We took over the stockpile functions of the Munitions 
Board, and combined into the ODM was Defense Production Admin- 
istration, earlier mentioned, which was a Korean effort agency, a 
temporary agency, and the National Security Resources Board, and 
what we call the old Office of Defense Mobilization. Those were all 
combined. 

Senator Matone. Were there not some other agencies ? 

Mr. Hoiperer. DMPA? 

Mr. Kenpatyu. DMPA is folded into General Services. We have 
taken over the Interdepartmental Radio Advisory Committee, and the 
functions of the Telecommunications Adviser to the President. 

Senator Mavone. It is not particularly necessary right now, but 
would you furnish a complete list of the agencies you took over in 
this reorganization? I know I have read the ¢ agencies at one time, but 
I do not have it in mind and I would like to have it in the record. 

Mr. Kenna. Yes, sir. 

Senator Matone. Would you, for your agency, give us a list of the 
agencies that were absorbed by General Services! 

Mr. Exuiorr. From the beginning, sir, or just oer ¢ 

Senator Matonr. Well, for 2 years, we will s: 

Mr. Extiorr. Yes, sir. 

Senator MALone. 2 the organization in the last 2 years. 

Mr. Exniorr. The reason I asked the question is you know ee al 
Services, when cheated in 1949, took over the functions of 5 or 6 
former agencies. 

Senator Maronr. You might mention that as a historical thing, and 
then what has happened in the last couple of years, and that will 
bring us up to date. 

Mr. Exuiorr. Yes, sir. 

(The statement discussed at this point was subsequently received and 
is placed in the record by direction of the chairman.) 
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GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., June 7, 1954. 
Mr. JEROME S. ADLERMAN, 
Counsel, Minerals, Materials, and Fuels Economic Subcommittee, 
Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Mr. ApDLERMAN: Reference is made to your letter of June 1, 1954, with 
enclosed copy of transcript of testimony given by the Administrator and members 
of his staff before your subcommittee on May 28, 1954. 

As requested, the transcript has been checked for accuracy and form and is 
returned herewith. 

Pursuant to the request of Senator Malone (p. 42 of transcript) the following 
information is submitted as promised: 

The General Services Administration was established by the Federal Property 
and Administrative Services Act of 1949, Public Law 152, effective July 1, 1949. 

In creating this new agency, it was the intent of Congress and the President 
to provide the Government with an economical and efficient system for the pro- 
curement and supply of personal property and nonpersonal services, the utiliza- 
tion of available property, the disposal of surplus property, and records inanage- 
ment. To this end, Public Law 152 consolidated under single leadership basic 
service functions which previously had been carried out by various departments 
and agencies. 

It transferred to the General Services Administration the funetions of the 
Federal Works Agency, the Bureau of Federal Supply, the National Archives 
Establishment, the War Assets Administration, and the Office of Contract Settle- 
ment. In addition, it gave to this Administration functions which had not been 
assigned to its constituent agencies and provided for the integration of all 
functions within the new organization. 

Under the provisions of Executive Order 10480, approved August 14, 1953, the 
Defense Materials Procurement Agency was abolished and the functions formerly 
assigned to that agency were transferred to the General Services Administration. 

Most functions formerly performed by DMPA were substantially similar to 
existing GSA functions and, in fact, many DMPA responsibilities were being 
carried out by GSA through delegations of authority. The merger of DMPA 
with GSA was therefore a logical step. 

Sincerely yours, 
MAXWELL H. Extiorr, General Counsel. 

Mr. Cootry. Senator, this is not a very long statement, and I think 
it might have some detail that might be useful to you. 

Senator Matone. Go right ahead. 

Mr. Cootxy. As I stated previously, my statement on the Texas 
City tin smelter will be confined to national defense considerations in 
line with the responsibilities of the Office of Defense Mobilization. 
The international negotiations looking toward meeting the tin stock- 
pile objections have been completed except for the uncompleted part of 
the Indonesian contract, and that contract calls for the purchase of 
20,000 long tons of tin, 12,000 tons of which are to be in the form of 
metal, and 8,000 tons in the form of concentrates, for delivery by 
March of 1955. This quantity of tin, plus about 40,000 tons in the 
Reconstruction Finance Corporation inventory accumulated in the 
course of its operation of the smelter, is to be held in the Government 
stockpile. This total of 60,000 tons plus the amount of tin already 
accumulated under the Stockpiling Act places the Government in a 
strong national security position as far as tin is concerned. 

Senator Matone. That is you tin generally for war purposes, war 
stockpile. 

SURPLUS TIN RESERVES 


Mr. Cootry. Yes. That is the stockpile just to take care of the 
military, AEC, and essential civilian. 
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Senator Matone. Do you have tin now that you purchase that is not 
classed as technical stockpile? 

Mr. Cooter. Yes; the tin the RFC holds—I don’t know exactly how 
much. Is it 40,000 tons, Mr. McKinnon? Or whatever it is. 

Mr. McKinnon. That happens to be just in the midst of a transac- 
tion, sir. As of this morning I received a contract from GSA to pur- 
chase that tin from us, and because I knew it was coming, because we 
had storage problems—we had already started to ship it to GSA- 
twenty-thousand-some tons has already been shipped. So, to say who 
has got it as of today is rather difficult. 

Senator Martone. But 40,000 tons cleans you up? 

Mr. McKinnon. Yes, sir; that is what we have on hand. We have 
the additional 20,000 coming in. 

Senator Mavone. That will be 60,000 all together ? 

Mr. McKinnon. Yes, sir. 

Senator Matone. The point I was making, however, is it does go 
in with the stockpile and there is no tin held other than in the stock- 
pile or will be? 

Mr. Exuiorr. As I understand it, that is not presently going in the 
stockpile. 

Senator Martone. Then you do temporarily have some tin that will 
be delivered here, but not technically in the stockpile ? 

Mr. Exxiorr. That is correct. 

Senator Martone. And you could dispose of it? 

Mr. Exxiorr. That is correct. 

Senator Mavonr. And you do have the authority to hold some tin 
out of the stockpile and sell it or buy more any time you want to? 
You have that authority ¢ 

Mr. Kenpauty. The Defense Production Act includes that authority, 
which act continues in existence until June of next year. 

Senator Maronr. Then, of course, it would be a simple matter for 
Congress to renew it. 

Mr. Kenpauu. That is right. 

Senator Matonr. And we do have all the authority necessary then 
to act in conjunction with a going-concern smelter, which the testi- 
mony has shown; after a leveling-off period of 1 to 2 years we could 
operate without loss, to do just what was formerly explained here, 
take up the slack, sell it to industrialists, whoever wanted to buy it, 
and do anything necessary with a reasonable amount of it to handle 
the situation. You have that authority now under the National De- 
fense Act? 

Mr. Kennan. Well, the Defense Production Act is generally con- 
ditioned upon the purpose of national defense, so that, if the only 
purpose of the accumulation and resale were to put us in a position to 
control the world market, additional authority from Congress should 
be secured. 

Senator Martone. Technically that may be true. The chairman has 
been through three of these catastrophes in various capacities from an 
actual participant in France, in the first one, to special consultant to 
the Military Affairs Committee, in the second, and, in the third one, 
in the Senate, where the minute—perhaps not the minute—but as 
soon as it is established that we are in their entire power the foreign 
markets always go up, and they could keep you from getting it at all. 
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As a matter of fact, I want to say to you that that is in the minds 
of some people. Sir Ben Smith, when I went to Birmingham, Eng- 
land, in 1947, concerning materials shipped on the Marsh: ill plan, and 
found, to my great surprise, I might say, that it was going to be used 
for another purpose entirely, went so far as to tell me that they could 
control three-fourths of the raw materials throughout the world, and 
could, if they so desired, stop the shipment. 

So you don’t have the cooperation that you think you have except 
when you are in a position to control it. So, to that extent, that is 
your national defense. They can do that with tungsten, they can do 
that with any one of the critical materials. But they would not do 
it with something like tungsten because we have plenty of it in the 
United States of America, if we will just arrange congressional pol- 
icies so that private investors will invest their money. 

Now at the moment you probably know better than I that, due 
to the special purchase act of tungsten that was renewed through my 
bill, that we can produce almost all tungsten you need for war. Yor 
know that, do you not ? 

Mr. Coorry. I know that is so. 

Senator Matonr. Nobody knew it until we did. For 20 years we 
have been subjected to the haranguing of the Secretary of the In 
terior and the alphabetical agencies that we do not have tungsten, 
we have to buy it from offshore areas across the ocean. You know 
that too, do you not? 

Mr. Cootry. Yes, sir. 

Senator Martone. None of it istrue. It is not true in a lot of these 
materials. But that is the reason. 

I should have been in the Senate Finance Committee this morning. 
We are discussing depletion allowances, and we have already passed 
a higher depletion allowance for uranium. And we are going to, it 
looks like, for several of these other materials because our policies 
make us run out of these materials. That is the situation that you 
have, for your information. It is one of the objectives of this con 
mittee. 

Now if you need more authority I am convinced that you can get 
it from the Congress to prevent the stopping of the shipment of 
these materials. When you are in the power of a world cartel you 
pay the price they want. And it is really national defense in ‘the 
long run. To me it would be a catastrophe to do away with the only 
smelter in the Western Hemisphere and be entirely in the power of 
the smelters in Europe for our supply of tin. It just does not seem 
to me that human beings can be that silly. I do not think they can 
if they know the facts. 

Go ahead. 

Mr. Exxiorr. Senator, I wonder if you could excuse me. I have 
another engagement. 

Senator Martone. Go right ahead. 

Mr. Ex.isorr. Mr. Gumbel is going to remain. He knows all the 
facts. 

Senator Matone. He has been our assistant for a long time. 

I want to take the occasion right now to say for the record that 
Dr. Flemming has been very cooperative with this committee. We 
found titanium in the same position practically we are finding this 
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metal. They said they had too much titanium. Of course, the people 

saying that knew nothing of what they were talking. You had too 
much of it. You were a short time until you got enough of it to 
start manufacture. He did not hesitate. He said, “I am today order- 
ing so as to take up the slack on a going-concern capacity plus the 
stockpile to put it in a position to take the planes off the drafting 
boards that we want to make.” 

Mr. Cootry. To give you a working inventory. 

Senator Matoner. That is real cooperation. That is the reason we 
have you here this morning so you would hear all this material. 

Go ahead. 

Mr. Cootry. I would like to emphasize again that the Government’s 
stockpile program is established to meet the deficit of supply for a 
wartime emergency, including the requirements for military, AEC 
and essential war-supporting and civilian needs. Thus, the ¢ »ompletion 
of the stockpile means that the essential needs for wartime are esti- 
mated to be about adequate. That is the purpose of the stockpile. 


AFTERNOON SESSION 


Senator Matone. But you can see from the evidence this morning 
at least the premise that we would be put in the power of any world 
cartel or world organization if we did away with all of our sources. 
That is what I wanted you to heat 

Mr. Cooter. I am very glad to be here and to have heard that 
testimony. I thought you might be interested in a little history of 
the development of the stockpile as respects tin. 

Senator Matone. Yes. 


TIN ON HAND PRIOR TO WORLD WAR II 


Mr. Cootey. At the outbreak of World War II the Government 
stockpile contained only 43,500 tons of tin. ‘These figures I am going 
to give are not classified figures. 

Fortunately, at that time total commercial stocks of tin in the 
United States amounted to almost 140,000 tons making total inven- 
tories in the country of about 183,000 tons. 

Senator MatoNne. This took into account the stocks that private 
industry had? 

Mr. Cootry. Yes; it was all in-use-tin. 

These large inventories together with the output of the Texas City 
tin smelter which began operations in April of 1942 met our tin 
requirements during the war. 

The smelter itself provided about one-half of the supply of new 
tin for a war period, The amount consumed during the war averaged 
a little more than 50 tons a year. 

Senator Maton. I wanted to ask a question of Mr. McKinnon, and 
I do not want to disturb your line of thought. 

In your judgment is this tin smelter in ‘Texas, the tin smelter owned 
and operated by the RFC, as efficient as any other smelter so that. it 
can compete on an even basis under the same conditions with other 
areas of the world in smelting tin? 

Mr. McKinnon. I would have to break that into two parts, sir. 
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As far as being as efficient a smelter, we think it is the most efficient 
in the world. As far as competing, our costs, labor rates and so on, 
in the United States are so far above that of our competition that 
you could not exactly compete financially. 

Senator Matonr. What I really meant was under the same con- 
ditions, if they were paying the same labor costs and taxes. Of 
course, you do not pay taxes. 

Mr. McKrynon. We do pay taxes. 

Senator Matone. With the same cost of operation then it is as 
efficient ¢ 


DOMESTIC LABOR COSTS AND TAXES MAKE UP SMELTING DIFFERENTIAL 


Mr. McKinnon. Very definitely, sir, and we do pay taxes, State, 
city, school, and so on. 

Senator Matone. Now, of course, you are making my speech when 
you say that nothing in the United States can operate as cheaply as 
the same mill on the same machinery in a lower wage country can 
operate. 

Of course you cannot. We all know that, but we read speeches 
every day in the newspapers that that can be done, speeches, generaily 
made by people who do not operate. They use appropriations, or 
hope to. 

Mr. Cootey. The amount consumed during the war averaged a 
little more than 50,000 tons per year under the restrictions then 
applied as against 60,000 to 70,000 tons consumed annually in the 
United States before the war. 


HOT DIP AS OPPOSED TO ELECTROLYTIC PLATING PROCESS 


Part of the wartime reduction occurred because of the rapid intro- 
duction of electrolytic plating to replace the hot-dip plating which 
required more tin. 

It is significant, however, that there was no large direct military 
need to expand the total wartime consumption. The military need 
of tin, is, I think, rather incidental. It is used in bearings and 
bronze and so forth, but I think even in wartime the principal use 
is in tinplate. 

So that a war, in itself, would not greatly expand the tin require- 
ment. 

Senator Martone. It would simply be directed into a different 
channel ¢ 

Mr. Cootry. That is true. 

Senator Martone. It developed all through our 8 months of hear- 
ings that any time you can get a civilian industry that is using as 
much or more as your military requirement, in many instances, then 
it can go out of the critical class. 

Mr. Cooter. Yes, sir. 

After the war the supply of tin continued to be tight for more than 
2 years with the result that no tin was added to the Government 
stockpile from purchases until the beginning of 1949 even though the 
Stockpiling Act had been passed on July 23, 1946. 

Karly in 1949 the Government stockpiling of tin amounted to 
about 36,000 tons and consisted of about 12,000 tons that had been 
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transferred from pre-World War II services, and 22,000 tons added 
from RFC stocks. 

Deliveries of purchased tin to the stockpile since early 1949 have 
been at such a rapid rate that the minimum stockpile objective has 
now been met. In addition, the Government, as previously mentioned 
has 60,000 tons of tin in inventory or under contract from the RFC 
operation. 

Senator Martone. That figure has nothing to do with your stock- 
pile ¢ 

Mr. Cooiry. No, it is not in it as yet. That is, the 60,000 tons you 
mean ¢ 

Senator Matone. Yes. 

Mr. Cootey. Yes, sir. It is held outside of the stockpile. 

The Government’s inventory of tin, that is the continuing stock- 
pile plus RFC’s holding of tin is now sufficient to meet not only the 
minimum stockpile objective, but also substantially all of the long- 
term stockpile objec ‘tive recently established. 

This means that there remains no significant dependence on foreign 
sources for the tin required to fight a prolonged ail. out war, and that 
by reasonably prudent use the stockpile could meet the wartime needs 
for several years without requiring any dependence on imports. 

No sizable new requirements appear to be in prospect, which would 
indicate an additional large need for tin in a war emergency. 

Although the consumption of certain tin-using products is showing 
an upward trend, the demands for tin are not arising proportionately 
because of technological improvements which conserve tin. 

Senator Manone. You are talking about substitutes and replace- 
ments and other materials where the need for tin no longer exists? 

Mr. Cootry. Yes, some, and then another very interesting develop- 
ment is not only the electrolytic plating but a process that is known 
as differential electrolytic tin plating whereby you put more tin on the 
side of the tinplate that needs the tin than you do on the other side. 
1 do no know exactly how that is done but I think that the amount of 
tin on the inside of a can with this differential plating is greater than 
the amount on the outside. 

Senator Matonr. That is your laboratory experiments and inven- 
tions that continually improve the uses. 

Mr. Coonry. Yes, and I think that quite a few tinplate producers, 
8 or 4 of the principal producers have already adopted this differential 
type of electrolytic tinplating, although I do not believe that it extends 
to the entire industry. 

Mr. McKinnon. That is right. 


SUBSTITUTES FOR TIN 


Mr. Cootry. Other savings of tin are resulting from the substituting 
of plastic coatings for tin coatings, the substitution of fiber containers 
for tinplate containers, the shift to soldering methods that use less tin, 
and the reduced application of tin in bronzes. 

These considerations lead to the conclusion that the stockpile of tin 
in itself is adequate for an extended emergency. However, it goes 
without saying, that if it is the decision of Congress that the operation 
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of the tin smelters should be continued, it also goes without saying that 
it will have the greatest cooperation of ODM. 

Senator Martone. Now, in adding up this testimony this morning, 
then, roughly, the RFC representative, Mr. McKinnon has said that, 
if the Congress considered it advisable to operate it, that after a level- 
ing off per riod of an uncertain number of months, from a year to 2 
years at the most, and with a market for the tin, it can be operated 
without loss. 

That is the substance of your testimony, Mr. McKinnon, is it not? 

Mr. McKinnon. Certainly. 

Mr. Martone. Now, the substance of your testimony in that regard 
is that you are already operating in such a way that you can take up 
a slack in a certain amount not in the stockpile, and it could be dis- 
posed of, although your attorney advised that if it is meant to be 
operated and that is to be one of your duties, perhaps it might be 
advisable; but at the moment it is not absolutely necessary. Is that 
about it ? 

Mr. Kenpati. To maintain some stocks outside of the stockpile 
under existing authority. That is correct. 

Senator Martone. But you can do that at the moment? 

Mr. Kenpatu. If there is some national defense aspect of the matter. 

Senator Manone. As far as the chairman of the committee is con 
cerned, speaking for himself, the national defense aspect at the moment 
would be that what we are try ing to avoid is a monopoly, a cartel sys- 
tem that could not only command a greater price for the tin you might 
need for industrial purposes, and later for national defense, but could 
prevent your securing such tin, as has been indicated by representatives 
of foreign nations before, and, of course, we have watched them 
operate, some of us, for 35 years. 

That is a considerable period. So then, the decision being in the 
hands of Congress, with that information it only remains for Con- 
gress to decide whether they want to be in a position to combat any 
world cartel or monopoly through the maintenance of this smelter. 

Wouldn’t that be a fair sizeup of the situation ? 

Mr. Cooter. Well, again, Senator, I can just give you my private 
cpinion. 


STATE DEPARTMENT'S COMMITMENTS NOT TO RELEASE SURPLUS TIN 


Senator MALONE. That is what we would like to have. 

Mr. Cootry. I think that ?f it is conceivable that a cartel could be 
formed under these circumstances, and I presume it is, why, the deduc- 
tion seems to follow. 

Senator Martone. And that it can be done without loss to the Gov- 
ernment after a leveling off period ? 

Mr. Cootry. Yes, sir. 

Senator Martone. We have a very interesting release here on the 
Malayan Tin Bureau, Washington, Tin News, April, 1954, a rather 
recent affair, labeled United States: “Nay.” 

The Department of State issued this statement March 5: 

“The State Department today informed the other governments particularly 
interested in tin the decision of the United States Government to hold off the 
market excess tin stocks it holds and expects to acquire and also announced 
the decision of the United States not to sign the International Tin Agreement 
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drawn at Geneva in December 1953. It made clear that the United States did 
not object if other countries decided to bring the agreement into force. The 
United States is not a tin-producing country.” 


That is the kind of organization we are discussing. They are all in 
the organization to control the production of tin, but we did not sign 
it, 1 am happy to say. We sign nearly everything but this one we 
skipped. 


“In announcing its decision not to sign the agreement, the United States made 
clear that it was aware of the importance attached to the agreement by other 
governments. Since the agreement can come into force and can be operated 
without United States participation, the State Department said it did not 
anticipate that the United States decision would prevent the agreement from 
becoming effective and made clear that the United St¢ ates would not object if 
other governments decided that this was in their interest.’ 


We have made the decision not to use this tin to regulate the price, 
but anticipate that decision can be changed if Congress takes 
‘an interest. 


“The Department explained that under the decision not to dispose of the excess 
tin stocks held or to be acquired by the United States Government these stocks 
would be held in insulation. Withdrawals could be made only at the direction 
of the President, as in the case of regular stockpile materials.” 


We have at least one place where the President did withdraw such 
iaterials ina domestic market. This is in evidence. 

We will make this a part of the record at this point. 

(The material referred to follows :) 


{Tin News, the Malayan Tin Bureau, Washington, April 1954) 
UNITED STATES: “Nay” 


The Department of State issued this statement March 5: 

“The State Department today informed the other governments particularly 
interested in tin the decision of the United States Government to hold off the 
market excess tin stocks it holds and expects to acquire and also announced 
the decision of the United States not to sign the International Tin Agreement 
drawn at Geneva in December 1953. It made clear that the United States did 
not object if other countries decided to bring the agreement into force. The 
United States is not a tin-producing country . 

“In announcing. its decision not to sign the agreement, the United States 
made clear that it was aware of the importance attached to the agreement by 
other governments. Since the agreement can come into force and can be 
operated without United States participation, the State Department said it did 
not anticipate that the United States decision would prevent the agreement 
from becoming effective and made clear that the United States would not object 
if other governments decided that this was in their interest. 

“The Department explained that under the decision not to dispose of the 
excess tin stocks held or to be acquired by the United States Government these 
stocks would be held in insulation. Withdrawals could be made only at the 
direction of the President, as in the case of regular stockpile materials.” 

In Ipoh, Malaya, March 6, Mr. J. T. Chappel, president of the Federated 
Malay States Chamber of Mines, expressed his personal comments as follows: 

“The decision of the United States Government not to sign the International 
Agreement on Tin drawn up at Geneva toward the end of last year is not 
unexpected, particularly in view of the adverse comments on commodity agree- 
ments in the Randall Commission’s report, recently published. 

“This decision does not necessarily mean that the agreement cannot become 
operative, as it can come into force without acceptance by the United States 
provided it is ratified by the requisite number of other consumer and producer 
countries. 

“In view, however, of the United States predominant position as the world’s 
largest consumer of tin, the scheme cannot function effectively without Americar 
good will and support. The brief announcement by the State Department, as 
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published in the press, states that the United States Government will hold off 
the market excess tin stocks which it now has or expects to acquire and would 
not object if other governments decide that the agreement would be in their 
interests. This seems to indicate an attitude of, at least, benevolent neutrality 
toward the scheme. 

“It remains to be seen whether a sufficient number of consumer and producer 
countries will ratify the agreement to enable it to come into force.” 

The Malay Mail, Kuala Lumpur, reported March 7: 

“The Malayan tin industry is jubilant over the State Department’s announce- 
ment that America would withhold from the market its supplies of tin. This 
is said to be the United States alternative contribution toward world stability 
of prices * * *. 

“Official quarters emphasized that America’s assurance was ‘very important.’ 

“Mr. H. M. Fuller of Anglo-Oriental (Malaya) Ltd., dredging interests and 
Col. H. 8. Lee, president of the All-Malaya Chinese Tin Mining Association, rep- 
resenting gravel pump interests, also stressed the importance * * *. 

“Colonel Lee said that it was hoped that the United States Government would 
find it possible to join the agreement after it had been enforced.” 

In an editorial published March 9, the Straits Times, Singapore, said: 

“American adherence to the Geneva tin agreement would have been very wel- 
come, but the American attitude throughout has never held out that hope. At 
least Washington has done the next best thing. Tin held in excess of stockpile 
requirements, or tin still to be acquired by the Government, will be held in 
isolation. Withdrawals can be made only at the direction of the President as in 
the case of regular stockpile materials. This is practical and most welcome 
support of the tin agreement, and of the formal assurance that while America 
will not subscribe to the agreement it is fully aware of the importance which 
other governments attach to it.” 

The Financial Times, London, March 9, observed : 

“While active American support is not essential to the scheme, American 
enmity could make it unworkable. The mining industry can now feel confident 
that there will be no attempt by the United States to make the agreement fail.” 

The International Tin Agreement was signed on behalf of the Governments of 
the United Kingdom March 5, Belgium March 10 and the Netherlands March 12. 
The adherence of these three tin-consuming countries to the agreement auto- 
matically qualifies three tin-producing countries—Malaya, Nigeria and the Bel 
gian Congo—to participate in the agreement, subject to ratification by each of 
the six countries concerned. 

The Government of a fourth producing country, Bolivia, announced March 7 
that it would adhere to the agreement. 

Before it can become effective, the agreement must be ratified by 9 tin-consum- 
ing countries having at least 333 votes and by 5 tin-producing countries having 
at least 900 votes. 

As of March 31, the number of votes still needed was 138 or more from 6 
additional consuming countries and 392 or more (actually 426) from 2 preducing 
countriés (Bolfvia and Indonesia). 


TIN TIZZY 


The least informed and most misleading criticism of the International Tin 
Agreement which has been published in the United States appeared in Newsweek 
March 15 under the caption “A Hidden Handout,” by Raymond Moley. 

The author asserts that the agreement, “if adopted, would cost Americans, par 
ticularly housewives, something like $45 million a year.” 

That is utter nonsense. 

If a housewife uses 2 No. 2 cans of food every day in the year, the quantity 
of tin required for the plating and soldering of all those cans—730 of them— 
is less than half a pound. 

Therefore, the price of tin, whatever it may be, is one thing the American 
housewife does not have to worry about. 

Incredibly, Mr. Moley, whose library must be presumed to contain the Colum- 
bia Encyclopedia, ignores accepted definii:ons by calling the agreement ‘‘an inter- 
national cartel.” 

The tin agreement is not a cartel. 

The Columbia Encyclopedia defines a cartel thus: 

“National or international organization of manufacturers or traders allied by 
agreement to fix prices, limit supply, divide markets, or fix quotas for sales, 
manufacture, or division of profits among the member firms.” 
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The International Tin Agreement is intergovernmental. It includes consum- 
ing countries as well as producing countries. Consumer adherence is prerequisite 
to the adoption of the agreement, and the operation of the agreement is con- 
tinuously subject to consumer approval. 

If such an agreement can be derided by calling it a “cartel,” a term which 
ill-informed and irresponsible writers and spokesmen in the United States are 
fond of bandying about as an opprobrious epithet for any group which they do 
not happen to like, “cartel” is equally valid as a description of any and all con- 
sumer groups, such as cooperatives, for example. 

Mr. Moley says that under the agreement “the price would be fixed at 95 cents 
a pound.” 

That is not true. 

The agreement does not fix the price of tin, but proposes a range of prices. 

What it contemplates is joint consumer-and-producer action to create reasonable 
stability in the tin market by discouraging the wild speculation which has caused 
excessive fluctuation in the past. 

Mr. Moley confidently declares that “the United States would assume the lion’s 
share of the burden by sustaining” a “buffer stock which would, in substance, 
be a gigantic subsidy.” 

The United States would have assumed no obligation whatever in regard to the 
buffer stock proposed in the tin agreement, even if this country had decided to 
sign—and it has decided not to sign. 

Our available space and our readers’ patience permit only one more correc- 
tion of Mr. Moley’s article: 

“The claims of political benefits in this proposal are grossly exaggerated,” he 
says. “Employment in the tin industry of Indonesia and Malaya is a tiny 
fraction of their teeming millions.” 

Far more than employment of tin miners is involved in the maintenance of tin 
production in Malaya at a reasonably remunerative level, and, for Mr. Moley’s 
information, Malaya’s 5% million inhabitants are not “teeming.” 

It is politically vital to preserve Malaya’s economy, upon which depend its 
security, southeast Asia’s security, and the free world’s security. 

And Malaya’s economy is importantly dependent upon its revenue from tin. 


RIGGER STOCKPILE 


Much was said and done in Washington in March about the national stockpile 
of strategic and critical materials. 

Director Arthur 8S. Flemming of the Office of Defense Mobilization issued March 
18 an order establishing a policy for dealing with surpius materiais. ‘the order 
includes these paragraphs: 

“Where the stockpile objective has been completed and it is determined that 
the public interest will not be served by transfer to the national stoekpile of a 
surplus acquired under an expansion program, the surplus will be held by the 
Government for eventual disposal. However, such disposal will not be made, 
either in whole or in part, without clear indication that such action will not have 
a serious adverse effect upon market prices or create major market fears or 
uncertainties, and without the prior approval of the President or an official 
specifically designated by him. 

“Generally where the sale of surplus materials acquired under the Defense 
Production Act is undertaken and the quantity is substantial in relation to annual 
market consumption, such disposal will be made only after public announcement, 
well in advance of disposal, of (a) the total quantity to be sold, (b) the markets 
in which the material will be offered, (¢) the minimum market price or prices 
that must prevail at the time of sale, and (d@) the maximum amounts that will be 
offered for sale in each calendar quarter or other appropriate period.” 

On March 23 Dr. Flemming told an appropriations subcommittee of the House 
of Representatives he anticipated “huge surplus supplies of eight raw materials 
this year and next,” including tin. He stated that none of the surplus materials 
would be disposed of on the open market “until after a reappraisal of stockpile 
objectives with producing and consuming industries which might be affected by 
such action.” 

On Marck 26 President Eisenhower directed the Office of Defense Mobilization 
to calculate new stockpile objectives for between 35 and 40 metals and minerals 
to be acquired “over a considerable period of time.” 

Motivated by recommendations of the President’s Minerals Policy Committee, 
the new program takes into consideration the possibility of atomie attack upon 
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both foreign and domestic sources of supply. United States producers will be the 
chief beneficiaries of the new acquirement policy. 

Dr. Flemming is reported by the American Metal Market, March 27, to have 
been asked “if eventually the metals purchased over present stockpiling objec 
tives will be released on the market.” He said that in his opinion, “they are 
a national asset and should never be fed into the market.” 

Senator Matone. You see, we do not seem to be operating our own 
business alone, and the testimony before this committee shows that 
outside influences have been very effective at different times in our 
policy, principally, the chairman believes, not from any disloyalty 
from any employee particularly, but because a policy might look 
reasonable on its face. 

It might look reasonable at first to destroy the smelter because we 
have enough tin to fight a war and then we might find ourselves in 
the throes of something that we did not anticipate at all, and living 
over again what happened in the cycles for the last 35 or 40 years. 

We have Mr. Nichols here from the State Department. I did not 
have the name on the witness list here. We would like to hear from 


Mr. Nichols. 


STATEMENTS OF CLARENCE NICHOLS, OFFICE OF INTERNATIONAL 
MATERIALS POLICY, STATE DEPARTMENT; AND EDMUND 
GETZIN, METAL AND MINERALS STAFF, STATE DEPARTMENT 


Senator Ma.one. I have just quoted the State Department so it 
might be well to ask Mr. Nichols for his comments as to why such a 
decision was made in the first place. 

First, I would like to have you make any statement that you have. 
You have heard the testimony this morning as to what the position of 
the State Department might be in the continued operation of the 
smelter. 

Will you give your reasons for it ? 

Mr. Nicuois. Thank you, Mr. Chairman. The resolution which 
the RFC has laid before Congress was a result of a discussion among 
a number of agencies, including the State Department. 

Senator Matone. To what resolution do you refer? 

Mr. Nicuots. This is the resolution which the RFC recently sent to 
the Vice President and the Speaker. 

I think I have the copy of it in the House form. It is House Joint 
Resolution 526. 

Senator Matone. What is the purport of it, and then we will submit 
it for the record. 


RESOLUTION EXTENDING THE LIFE OF THE TIN SMELTER 


Mr. Nicuots. This resolution would authorize the disposal of the 
Government-owned tin smelter, pointing out in the preamble that it 
has operated for several years but that stockpiles have been accumu- 
lated now adequate for defense purposes, and that tin is now available 
in ample supply. 

It proceeds in a form of a resolution to strike the words “June 30, 
1956, or until such earlier time as” from a certain section of the present 
authority and would insert a new section which is just one paragraph. 

Perhaps I might read it here? 
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Senator Matonr. Yes, read it. 
Mr. Nicnors. The new paragraph would be: 


Sec. 5. Notwithstanding any other provision of law, the Reconstruction Finance 
Corporation, so long as it shall exercise the functions, powers, duties, and author 
ities under this joint resolution and thereafter the officer, agency, or instru- 
mentality of the United States designated by the President pursuant to section 
2 hereof, is hereby authorized and directed (1) to take steps immediately to term- 
inate operation of the Government-owned tin smelter at Texas City, Tex., as 
soon as practicable but in no event shall such smelter be operated beyond the 
period of time needed to complete processing of materials to which the Govern- 
ment had taken title prior to July 1, 1954; (2) to report as soon as practicable 
all assets of the Government’s tin program as excess property for transfer and 
disposal in accordance with the provisions of the Federal Property and Admin- 
istrative Services Act of 1949, as amended (40 U. 8. C., supp., 471-492); (3) 
in order to carry out the provisions of this section, to continue to incur and pay 
administrative expenses in accordance with laws in effect immediately prior to 
enactment of this section: (4) to do all other things which said Administrator 
or said head of agency or instrumentality determines to be necessary or appro 
priate to the accomplishment of the purposes of the authority granted by this 
section; and (5) to make a final report to the Congress. Nothing herein shall 
be construed as preventing Reconstruction Finance Corporation or any of its suc- 
cessors from performing contracts or other legally binding obligations existing 
at the time of the enactment of this section. 

The resolution was, as I say, laid before the Congress. 

Senator Matoneg. On what date? 

Mr. Nicnouas. Approximately 2 weeks ago, I believe. 

This I understand was forwarded from the RFC and I do not know 
the exact date, but I think it was prior to the hearings before the sub- 
committee of the Senate Armed Services Committee, which were held 
on Wednesday of last week. 

Senator Matons. What was the date of the introduction of this 
resolution ? 

Mr. Nicuots. This gives the date of May 13. 

Senator Matone. We will make that part of the record now. Your 
entire resolution will become a part of the record at this point. 

(The resolution referred to follows :) 


[H. J. Res. 526, 83d Cong., 2d sess. ] 


JOINT RESOLUTION To authorize the disposal of the Government-owned tin smelter at 
Texas City, Texas, and for other purposes 

Whereas the Government has operated a tin smelter at Texas City, Texas, dur- 
ing the past several years because tin, a critical and strategic material required 
for national defense, was in short supply; and 

Whereas stockpiles of tin have been accumulated adequate for defense pur- 
poses ; and 

Whereas tin is now available in ample supply : Therefore be it 

Resolved by the Senate and House of Representaitves of the United States 
of America in Congress assembled, That Public Law 125, Eightieth Congress, as 
amended, approved June 28, 1947 (61 Stat. 190), is hereby further amended by 
striking the words “June 30, 1956, or until such earlier time as‘ from section 2 
thereof and by adding a new section reading as follows: 

“Sec. 5. Notwithstanding any other provision of law, the Reconstruction Fi- 
nance Corporation, so long as it shall exercise the functions, powers, duties, and 
authorities under this joint resolution and thereafter the officer, agency, or in- 
strumentality of the United States designated by the President pursuant to seec- 
tion 2 hereof, is hereby authorized and directed (1) to take steps immediately to 
terminate operation of the Government-owned tin smelter at Texas City, Texas, 
as soon as practicable but in no event shall such smelter be operated beyond the 
period of time needed to complete processing of materials to which the Govern- 
ment had taken title prior to July 1, 1954; (2) to report as soon as practicabie 
all assets of the Government’s tin program as excess property for transfer and 
disposal in accordance with the provisions of the Federal Property and Adminis- 
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trative Services Act of 1949, as amended (40 U. S. C., Supp., 471-492); (3) in 
order to carry out the provisions of this section, to continue to incur and pay 
administrative expenses in accordance with laws in effect immediately prior 
to enactment of this section; (4) to do all other things which said Administrator 
or said head of agency or instrumentality determines to be necessary or appro- 
priate to the accomplishment of the purposes of the authority granted by this 
section; and (5) to make a final report to the Congress. Nothing herein shall 
be construed as preventing Reconstruction Finance Corporation or any of its 
successors from performing contracts or other legally binding obligations exist 
ing at the time of the enactment of this section.” 

Mr. Nicuors. The State Department, as I say, had been consulted 
and a number of other agencies had participated. 

The resolution was introduced as a measure hav ing the support of 
the administration. The State Department concurs in that and sup- 
ports the serious consideration of it by the Congress. 

Senator Matone. That was to close the smelter down? 

Mr. Nicuoxts. We expected that that would be the result, yes. 


BASIS FOR ABANDONMENT OF THE TIN SMELTER 


Senator Matonr. What was the basis on which you decided to go 
out of the tin business, being the only smelter in the Western Hem- 
isphere and probably hav ing the same information that this committee 
has that you could not transport tin to this Nation in time of war, 
and also, with the record of cartel arrangements that always made 
the United States pay through the nose for its tin when they were 
not in the tin business? 

And the same situation applies with rubber. 

Mr. Nicnois. The decisions were made by senior officers, and I 
could only give, I think, the reasons as I understand them, which 
may not be exactly the reasons which were in the minds of the persons 
who had the authority. 

Senator Matong. Go right ahead. 

Mr. Nicuots. It seemed to me that the problem of selling tin which 
would be produced in the future, if the smelter is operated as a 
Government-owned plant, would be a very serious problem. This 
would involve marketing tin metal in competition with private 
suppliers. 

Senator Matone. Where would these private suppliers be located ¢ 

Mr. Nicuoxs. Well, the bulk of them, as far as United States com- 
petition is concerned, would be firms who are dealers or importers in 
the United States, who make a business of buying tin abroad and 
bringing it here for resale to the consumers in this country. 

Senator Martone. The supply, of course, being limited or stepped up 
in accordance with the foreign suppliers. 

Mr. Nicnots. These dealers in any event have no control over that, 
so that they try to buy at a market which is essentially outside of 
their control. 

Senator Martone. Would there be any reason why the smelter in 
this country could not sell to the same agency or agencies, or suppliers ! 

Mr. Nicuors. I see no reason in principle, but I was impressed by 
the practical difficulties as they were discussed, and here we are relying 
upon the expert advice of the people in the trade and other agencies of 
Government. 

Senator Matone. Were you impressed at all with the argument this 
morning that you might be in the entire power of foreign suppliers as 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS S41 


you had been in the past, and be at their mercy as far as price and 
supply are concerned ¢ 

Mr. Nicuots. That is not a happy thought in any material where 
the situation exists, but I do not myself see how the continued operation 
of this smelter can appreciably affect that situation. 

The smelter does not produce original tin. It only processes tin 
that would have to be obtained abroad in any case. 

Senator Martone. Yes; I think you are right to that extent. 

Now, are you aware of this, and I do not suppose you are? 

How long have you been with the Department 

Mr. Nicuors. Since 1945. 

Senator Matonr. Well, in 1947 a member of the State Department 
testified before this same committee. It had a slightly different 
nume. It was out of existence for 3 or 4 years because we lost the 
Senate in 1948. 

This witness testified that they would like to see our synthetic rub- 
ber plants closed down because it interferred with the world price of 
rubber and there would be plenty of rubber, natural rubber available, 
and therefore, we should not operate our plants. 

Are you aware that the State Department took that attitude at 
one time ? 

Mr. Nicnots. No, sir. That would be very surprising to me. 

At approximately that time, I was working at staff level in con- 
nection with rubber. I never heard anyone in the State Department 
take that position. 

Senator Matone. I remember what I said to him at that time. I 
said : 

You had better go back and get a different set of orders and bring them here. 
That does not sound very good. 

However, you have a point that we have to get the raw material 
from some place, except that right at the moment, and I will ask for 
verification or correction from Mr. McKinnon since he is the expert 
and I have just been listening for a few years, we do have supplies 
of natural tin ore in the Western Hemisphere, and the evidence be- 
fore this committee is that the tin consumption, due to the substitutes 
and replacements and rearrangements mentioned by Mr. Cooley of 
the Office of Defense Mobilization, is such that we can cut our use of 
tin to about 40,000 tons if it is necessary and that the amount ap- 
proximately can be produced in the Western Hemisphere. 

We have had testimony, and I am still subject to correction by Mr. 
McKinnon, that our smelter could handle most of that amount in an 
emergency 

Could it ? 

Mr. McKinnon. Yes, sir. 

Senator Matone. Then does that change your thinking on this mat- 
ter at all? 

Mr. Nicuoxs. We tried to take that into account, Mr. Chairman. 
As I see it, the present smelter having been built in 15 months, should 
there be another emergency need for a smelter, a more modern one 
could be built in equal or lesser time. 

We have a stockpile sufficient to take care of estimated emergency 
needs for much longer than that. 
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I do not see the question of continuous operation then as being pre- 
cisely the question of whether we could have a smelter at some future 
date if at that time we found it was needed. 

Senator Martone. Do you think that you could build a smelter that 
was enough better, Mr. McKinnon, if you wrecked this one, to pay 
you to go through the throes of that operation ? 

I refer to a better smelter than you have now. 

Mr. McKinnon. I do not think there is any question that you could 
build a smelter that would be better. Obviously years of experience 
could always determine improvement. I do not think that it would be 
significantly better so that it would be a big financial saving. 

Senator Martone. Would you reduce the cost of the tin? 

Mr. McKinnon. Not to any great extent; no. 

Senator Matone. Not to any appreciable extent. 

Well, Mr. Nichols, the State Department has never made any great 
impression on the chairman of this committee, and I only speak for 
the chairman, on its practical approach to problems. 

Mr. Nicnors. I will try to improve the record, sir, if it is within 
my ability. 

Senator Martone. Do you think that the labor and materials and 
all would be available without question to build the smelter ? 

Let us take your plan. You might have difficulty. 

Mr. Nicwors. I think as a matter of principle, it is highly un- 
desirable to leave to the emergency period the construction of any 
facilities of this type that are at all likely to be needed. 

That is the worst of all times to be imposing additional jobs on the 
economy. 

Senator Matone. I think you are very sensible in that regard. Let 
me say this to you further: 

I only speak as a man in the engineering business for 30 years 
and dealing with industrialists. I have this information and subject 
to correction by Mr. McKinnon, since he is our expert, I want to point 
out this one thing. 


GRADE OF CONCENTRATES SHIPPED TO EUROPEAN SMELTERS FROM BOLIVIA 


During these years the smelters in Europe, in England principally, 
have received the best grade of tin from Bolivia. I investigated this 
matter in 1943, I believe, for the Senate Military Affairs Committee, 
now the Armed Services Committee. 

I was not in the Senate. 

For some reason we did not then, and I understand do not now, 
get the best grade of tin from Bolivia. That goes to Europe, to 
England, to be smelted, and most of it returned here, at least a good 
part of it in sales from smelters there. 

It crosses the ocean twice. Our information from military strate- 
gists is that it could not cross the ocean at all in case of war. 

Therefore, we are becoming dependent on an offshore area for our 
industrial needs. 

Now, could it be that if we established the right kind of relations 
with South American nations, including Bolivia, and I am not going 
to mention any names, but I have been given to understand by people 
who understand the operations in Bolivia that they would like very 
much to deal with us if they had a dependable source to dispose of 
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their raw material—wouldn’t you suppose that it might make sense 
if we looked into that matter ? 

Even the State Department might be helpful if it was trying to 
look out for our safety here and our economic setup here in ‘this 
Nation. 

laybe it could narrow its sights just a little from taking care of 
everybody in the world first, and maybe we might have an even lower 
cost operation than we have heretofore had if the grade of tin were 
better. 

At least in other fields, the grade of ore has something to do with 
the cost. 

Were you aware that the best grade of ore found its way to Europe 
from Bolivia? 

Mr. Nicnots. Yes, sir. It is my understanding that that was true 
before we had a smelter operating in the United States and that that 
has continued during the time. 


GRADE OF CONCENTRATES SHIPPED TO TEXAS CITY SMELTER 


Senator Matene. Would you favor that operation to continue 
if you could change it ¢ 

Mr. Nicuors. We have regarded that as essentially a commercial 
matter not calling for any position by the Department of State for 
or against it. 

We would not have objected at any time if the United States had 
wanted to negotiate with Bolivia to take away this material going to 
England. Neither have we objected to Bolivia and the English com- 
pany continuing to make new contracts and to handle it as in the past. 

Senator Matone. Well, you have never made any suggestions that 
would help us improve the situation; have you? 

Mr. Nicnots. We have not regarded it as unfortunate that a 
portion of the Bolivian material goes to England. 

The higher grade material pays less smelting charges, whatever 
smelter it goes to, but actually a smelter makes more money treating 
low-grade stuff and handling a bigger volume. 

So that, from one of view, the division has been favorable to the 
gross volume at Texas City. 

Senator Matonr. I am from a mining country and they do not 
approach the proposition along those lines, people that know anything 
about it. 

Mr. Nicnots. In any case, we rely upon other people for such judg- 
ment, and it has never been represented to us that the operations 
at Texas City were disadvantaged, or significantly so, by the fact that 
enly part of the Bolivian material comes here. 

Senator Matong, Have you ever looked into it? 

Mr. Nicnors. We have made no independent judgment on whether 
the situation should be changed, but we have been constantly aware 
of the prevailing situation. 

Senator Martone. Well, do you think it would be a good idea to do 
away with the smelter and become dependent on offshore areas where 
there might be a cartel system, as read in this so-called newsletter of 
the Malaya Tin Bureau, a group which represents the tin interests 
of Malaya, located right here in Washington ? 

Do you think that that ought to be followed ? 

Mr. Nicnors. It is a complicated question. 
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Whatever position one reaches is open to some disadvantages, but 
it was very carefully considered within the administration and all 
of the agencies brought these various points into the discussion. The 
administration has taken a position and the Department of State is 
supporting that without any reservations. 

Senator Martone. That is the reason we have become dependent on 
India for 900,000 tons of manganese, about half of our annual use, 
and you could not get it at all if war started. Is that along the same 
line of reasoning ? 

Mr. Nicnors. I do not believe the considerations are quite the same 
but it is true that we receive substantial imports of manganese from 
India. 

Senator Matone. It is also true that you have been putting out in 
formation for about 20 years over there that you have to get it from 
foreign countries, that is, outside of this hemisphere. 

We had many statements from your Department that you have to 
get from Russia. I have read those statements for 15 years. 

Mr. Nicuors. I am not familiar with them, Mr. Chairman. 

Senator Martone. This sounds to me like cumulative evidence. 1] 
am very happy to have your statement that the State Department has 
to sit in on the decision and decide to wreck the smelter because you had 
enough tin in sight to fight a war, and with no regard to the future 
whatever as to the availability of the metal. 

Do you have any further statement you would like to make? 

Mr. Nicroxs. I might say that, as I understand it, the conclusion 
of the administration was not reached primarily on foreign-policy 
grounds, that is not primarily for grounds that are specially within 
the responsibility of the State Department, but the State Department 
was informed and consulted and made no objection. 

Senator Martone. Well, you have heard the statement I read there 
attributed to the State Department that you had promised the foreign 
nations, that ye would not put any of the materials that you buy 
here on the market. 

Mr. Nicriors. The statement as made was one that the Department 
was authorized to make, and was not a decision made by the Depart 
ment of State. 

The announcment was made by the State Department. 

Senator Martone. Who made it? 

Mr. Nicnors. This was an administration decision properly reached. 

Senator Matonr. Thank you. 

Mr. Nicnors. Thank you, very much, sir. 

Senator Martone. We are happy to have you with us and the com- 
mittee would be glad to receive any of your decisions along that line. 

We have not been very happy with the policy over the years of 
becoming dependent on offshore areas for the material that you cannot 
fight without. 

Also, some of us have not been very happy with the decisions that 
have. caused an influx of material that is slowly moving us from a 
civilian economy to a war economy. If you understand the statement 
that we are now in the process of manufac turing so much material, 
we are sending to Europe, purporting to be for “national defense or 
aid $7 billion or $8 billion a year, and shutting down our own indus- 
tries such as the watch industry and the mineral industry, and en- 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 845 


croaching on the machine-tool industry and shutting down the crock- 
ery industry and shutting down the textile industry. 

“Many of us are just not too happy about this. I am speaking for 
only one Senator. We would be happy to have your releases of this 
nature and your suggestions to the House or the Senate as to legisla- 
tion on how to preserve a lot of these businesses that we depend on for 
national defense during a time of emergency. 


STATEMENTS OF CHARLES W. MERRILL, ASSISTANT CHIEF, 
MINERALS DIVISION, BUREAU OF MINES, DEPARTMENT OF THE 
INTERIOR; AND ABBOTT RENICK, COMMODITY ANALYST, 
BUREAU OF MINES, DEPARTMENT OF THE INTERIOR 


Senator Matonr. Now, we have Mr. Renick here and Mr. Merrill. 

Mr. Merritt. Mr. Chairman, I am Charles W. Merrill, assistant 
chief, Minerals Division. 

Secretary Wormser had wanted to be here, but he is in New York 
today. He asked me to come up here and do what I could for you in 
de veloping this information on this subject. 

The Department of the Interior has not developed any specific plan 
for the solution of the Texas City smelter situation. 


POSITION OF THE DEPARTMENT OF THE INTERIOR 


It is believed however first, that the United States Government 
should get out of the tin-smelting business. Second, it is believed that 
it is desirable to have a tin smelter in the United States operated pri- 
vately, but that that desirability is not sufficient to justify a direct 
subsidy or tariff protection. 

And third the security angle is considered of sufficient importance 
so that, if it were possible to find some private operator to take over 
the smelter and agree to run it at some minimum output, the Govern- 
ment would be justified in a lease or sale arrangement which would 
give only a nominal return of the capital investment that the Govern- 
ment has in the smelter. 

That is a geaeral outline of the Interior’s approach to this thing. 

Senator M. toner. Let me ask you this, Mr. Merrill. You have heard 
the discussion this morning. You have heard Mr. McKinnon say that 
it could be operated without loss after a leveling off period. 

You heard that testimony / 

Mr. Merrut. I heard that, sir. 

Senator Maronr. Now, suppose that there were no offers from a 
private outfit to operate this smelter. Would you be in favor of 
wrecking the smelter and allowing the conditions to be reestablished 
that we operated under for a good many years? 

Mr. Merritt. Well, of course, under those conditions there would 
still be a choice; either that of selling the smelter without provisions 
for its ed or holding it in a standby condition. As a practical 
matter, I do not believe that its maintenance in a st: andby condition 
would be advisable, because of the high cost of maintenance. 

Senator Matonr. You would be in favor of wrecking it if you 
could not get a private outfit to take it ? 

Mr. Merritx. I think that the course that the Interior Department 
would recommend could result in that; yes. 
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Senator Mavone. You heard the testimony this morning, didn’t you? 

Mr. Merry. Yes, sir. 

Senator Matone. Do you still believe it is a good idea to do away 
with the smelter? I think we will wait and have Mr. Wormser. 

I have never heard any trend of testimony from Mr. Wormser along 
that line. 

Mr. Merritt. I am sure he would be glad to appear. 

Senator Matone. We will ask him. 

I will take care of that part of it. I will ask him about that and 
make it a part of the record. 

Now, do you have any offers or indications that the private outfit 
would be interested in the smelter ? 

Mr. Merriti. The Bureau of Mines would receive no offers in that 
it is not the custodian of the smelter. I have seen items in the news 
papers that there are several companies that have made offers, or at 
least, have indicated an interest, both American and foreign. 

Senator Matone. What were the foreign interests that were in- 
terested ? 

Mr. Merritt. Well, the one I read about is the one that is now 
operating, Billiton of Holland. 

Senator Martone. That they would buy the smelter and operate it? 
Mr. Merriti. Well, as I read the news item, they were prepared 

to negotiate taking over the smelter. 

Senator Matonr. Operated at its present location ? 

Mr. Merri. That was my understanding. 

Senator Matonr. You say you have read newspapers. Have you 
had any direct connection with any of these operators? 

Mr. Merri, I have not. 

Senator Matong. You have not heard these suggestions yourself ? 
Mr. Merrit. No agent of any company has come to me; no, sir. 
Senator Martone. Have they come to anyone in your department 

that you know about? 

Mr. Merritt. No; they have not. 

Senator Matonr. Well, you have no assurance that they are serious 
in their offers at all, have you? 

Mr. Merri. No. 

Senator MaLone. Who were the domestic operators who seemed to 
be interested ¢ 


COMMERCIAL INTERESTS IN OPERATION OF TIN SMELTER 


Mr. Renicx. The information has reached us, Mr. Merrill, that 
there ere firms in this country desirous of entering into some arrange- 
ment about the smelter. 

Senator Matonr. You would not like to mention these firms? 

Mr. Renick. Mr. McKinnon? 

Mr. McKinnon. Mr. Chairman, I would be glad to give you that, 
but they have asked that they not be disclosed at this time. 

Senator Matone. Do you have : any idea how much they would be 
interested, whether they would pay 2 percent for it, or 50 percent 
of the value, or 75 percent ? 

How much do we have invested in this smelter? 
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What would it cost to replace it? 

Mr. McKrxwnon. The total investment since its inception is about 
$13,200,000, of which a little less than $10 million is smelter and about 
$314 million is the acid plant. 

Senator Matone. What would it cost to replace it at this time? 

Mr. McKinnon. Considering that the next one would be smaller, 
I would think maybe $10 million should do it. 

Senator Martone. Considering the repairs that you make continu- 
ally, is it in good condition and could it be kept that way for the fore- 
seeable future at a minimum of expense / 

Mr. McKrywon. Oh, yes, ves, sir. 

Senator MAaLone. What would be your judgment that a private out- 
fit might offer for it if it were up for sale? 

Mr. McKinnon. None of them have mentioned any figures. 

Senator Matone. What is your judgment? 

Mr. McKinnon. My guess is that they will take it for a nominal 
figure, practically nothing, and in return they will give an assurance 
of operating it for 1, 2, or 3 years, whichever they decide. 

Senator Martone. Well, could that be a secondary consideration ? 

In other words, if the resolution passed out by the Armed Serv- 
ices Committee were to pass Congress and the operation continued, 
could not that matter be negotiated at any time that Congress might 
direct ? 

Mr. McKrnnon. Oh, certainly. 

In fact, I think Senator Lyndon Johnson made it clear that that 
was partially the purpose of the study, to go into whether or not that 
would be desirable, and the extent. 

Senator Matone. Well, now, back to Mr. Merrill, would you suggest 
that we dump it now, or accept that resolution and operate the smelter 
while we make the study and then continue to in any manner that 
Congress might decide? 

What would your personal opinion be, just your opinion ? 

Mr. Merriti. My original statement took care of th: at, I think, Mr. 
Malone. 

I think I used the words “to get the Government out of the business 
as soon as practicable,” and I would consider dumping the smelter 
was not within the zone of practicality. 

Senator Martone. Will you make that a little more clear? What 
would you do now if it were just your own say-so? What would you 
do with it now? 

Mr. Merrizyi. I would invite offers with an indication that they 
would be at least entertained, for immediate sale or lease to private 
industry. 

Senator Matone. Now, would you suggest to me that Congress make 
arrangements so that, if proper offers were not received, it could go 
ahead and be operated while the study was in progress, or would you 
just have Congress drop the matter and take what is offered and the 
best deal that could be obtained from a private industry ? 

Mr. Merriwy. I think with full qualifications I would drop the 
thing, that is the matter of a subsidized operation for an undetermined 
period. 

Senator Marone. I did not understand. 
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NOT IN FAVOR OF SUBSIDIZED OPERATION 


Mr. Merritt. I say I would not favor a provision of a subsidized 
operation for an indefinite period while you were waiting for some 
sort of an offer for private industry to take over. 

Senator Matonr. You understand this resolution ? 

Have you read the resolution that purportedly passed the Armed 
Services Committee a few days ago where it provided for a study to 
determine what finally to do with it, but in the interim to operate it? 
_ Mr. Merritt. What was the question? 

Senator Martone. Well, the question wis, Would you favor some sit- 
uation such as Outlined in the resolution that there be no discontinu- 
ance, but to study the matter as to how best to continue the operations ? 

Mr. Merrit. [ think it is very difficult to give an exact answer to 
that. If this thing is just going to go on into an indefinite study, I 
have been in Government long enough to recognize that that is going 
to be the least decisive way of meeting the situation. 

Senator Martone. You think there ought to be a shorter time per- 
haps in the resolution ? 

Mr. Merritz. That is correct. 

Senator Matonr. But continue the operation while the study is 
going on? 

Mr. Merritt. I do not feel that that is so important because my 
understanding is that already we have gotten the smelter into a posi- 
tion where there will be a break in operation. 

Senator Matone. What? 

Mr. Merritx. A break in operation. 

I could be corrected in that. We have the operator here. 

Senator Martone. Well, I think that that is probably true, is it not, 
Mr. McKinnon, that at least there will be a minimum of operation for 
a while in getting back to the capacity ? 

Mr. McKrynon. Yes. In fact, if we are instructed to reactivate it, 
I would say the practicable thing to do would be to put it on a 
vacation period immediately. Everyone has a vacation coming. We 
will get our ores in quickly and resume. We have already incurred the 
vacation periods. The obligation has been incurred. 

We might as well spend in the marking-time period. 

Senator Martone. What would that period be? 

Mr. McKinnon. I would say in the neighborhood of 5 to 6 weeks. 

Senator Martone. For practical purposes you are resuming almost 
immediately ? 

Mr. McKinnon. That is right. 

Senator Matonr. Now, Mr. Merrill, supposing Congress begins a 
study of this situation, the RFC passing out of existence someone 
must operate this smelter. It says, “The proper Government depart- 


ment.” 
Suppose we suggested your department? What kind of situation 


would that bring up? 

Mr. Merritt. That has been given some thought and consideration. 
The Hoover report of some years ago suggested that the tin smelter be 
turned over to the Department of Interior. 

Senator Martone. For the Bureau of Mines to operate? 

Mr. Merri. For the Bureau of Mines, yes, to be specific, and we 
were receptive to that idea, and there has been some consideration 
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within the last year, although a definite decision was not taken when 
it was considered. 

As soon as the dissolution of the RFC was passed by Congress, which 
I believe was about last September, and the President was given the 
authority to dispose of the smelter by June 30 of this year, the Bureau 
of Mines did consider whether it should offer itself as the agent to 

carry on. 

Senator Martone. What do you think about it now? 

Mr. Merri. I was in favor of it then and 1 am in favor of it now. 

Senator Matonr. Well, Mr. Merrill, I think that is a sensible answer. 
Your statement has been very helpful. 

Mr. Renick, do you have any statement you would like to make? 

Mr. Rentck. I should like to say that any statement I make is my 
private opinion. 

I do bohere that the smelter should be maintained in operation until 
we know where we are going in several respects. 

To get back to this question of comparing Texas City smelter with 
foreign smelters, I do not believe you can compare them. I know of no 
foreign smelter constructed along the lines of the Texas City smelter. 
Is that correct ? 

Mr. McKinnon. I think that is correct. 


PECULIAR FEATURES OF TEXAS CITY SMELTER 


Mr. Renick. I know no smelter in the world that has an acid treat- 
ing plant for handling this material such as we accept from Bolivia, 
which is the most difficult type to handle. 

As far as world production, we have already stated that there is an 
excess of world production somewhere in the order of 40,000 tons over 
world consumption, and it is difficult for me to see how they are going 
to push the price of tin higher than it is now. 

As far as industry is concerned, I believe industry has a desire to 
obtain the smelter. Industry could conceivably operate the smelter on 
different lines than the Government is able to do. 

They could make alloys. They might handle other ores. I should 
say of one firm, that if they take it they might make a number of alloys. 
I recommend myself that the smelter be operated by industry. 

Senator Matonr. Well, would you recommend that we just drop the 
matter entirely until the operation, of the smelter or the future of it 
subject to any bids you might receive, or would you operate it while 
you are negotiating? 

Mr. Renicx. I think I would operate at a reduced rate. 

Senator Martone. While you are negotiating? 

Mr. Rentcx. Very definitely at a reduced rate. 

Senator Maton. I understood that the capacity or operating rate 
had been about 30,000 to 35,000 tons a year. Is that right? 

Mr. McKinnon. That is right. 

Senator Matone. How much would you reduce it? 

Mr. Rentcx. That is an extremely difficult question. 

Senator Martone. One-half? 


GRADE OF BOLIVIAN ORE 


Mr. Renicx. The low-grade material now coming from Bolivia is 
considerably less than formerly. I believe that the present operation 
39888—54—pt. 10 ——55 
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of the mines in Bolivia is tending toward a decreased production of 
low-grade concentrate. 

Is that correct, Mr. McKinnon? 

Mr. McKinnon. I would think so. 

Mr. Renick. I believe that is absolutely a fact, and it is hard for 
me to set a rate, but I do think we must maintain friendly relationships 
with Bolivia and continue to accept a certain amount of tonnage. 

Senator Matong. In other words, you would accept the amount of 
tonnage that we have been receiving from Bolivia at your reduced 
rate at least ? 

Mr. Renicx. I would accept a certain amount of material from 
Bolivia, 

They are sending us material, and I am sure Mr. McKinnon would 
confirm this, where the iron content is all over the place, and it requires 
tremendous amounts of acid in some of the material, and I believe 
we have to have some new thinking with Bolivia in the sense that they 
just can’t continue sending such refractory material to the smelter. 

More than that, Senator, I feel that we must start selling tin as 
quickly as possible. That is the weakness today. 

We have to put the ship in order that we can sell tin more or less 
at the rate at which we receive it. 

Senator Matonr. Well, that would make sense. Now, you heard 
the testimony of Mr. McKinnon that this could carry its weight with- 
out the loss of money after the leveling process, and that we can get 
enough tin in the Western Hemisphere to supply this country, this 
Nation in time of threat, and that perhaps if you wrecked the smelter, 
if no private outfit did take it on under proper conditions, you are 
more or less in the hands of the foreign operators, are you not? 

Mr. Renicx. I cannot conceive of any dismantling of the smelter 
at this time; not in any way whatsoever. 

Senator Matone. Would you not necessarily have then to continue 
the operation under certain conditions and decide that for the future 
the capacity would be so much, but go ahead, as the resolution indi- 
cates, and study this situation, negotiate and see what could be done? 

Mr. Renicx. Personally, in my own private opinion, I would 
maintain the operation in a reduced connection. 

Senator Martone. That is the idea of this resolution that came out 
of the Armed Services Committee, is it not? 

Mr. Renicx. I believe it is, sir. 

Senator Matonr. You are all available now for future conferences 
and further information, and I believe that that rounds it out pretty 
well. Is there anyone else here that would like to make any statement 
for the record ? 

Mr. Renick. We have members here from Alaska that might give 
you some firsthand information on their operations. 

Senator Matonr. Do we have anyone here from Alaska that would 
like to make a statement ? 

I have been in Alaska and have seen some of this material up there. 
I have always been interested in Alaska. I think there are tremendons 
possibilities up there. Whether the time is right or under what cir- 
cumstances it could be done I do not know. I made a report, or at 
least I was director of the industrial encyclopedia of those bills and 
Alaska was a part of it, and many tin deposits were mentioned, 
tungsten and other metals. 
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STATEMENT OF H. R. FISCHNALLER, PRESIDENT, UNITED STATES 
TIN CORP., SEATTLE, WASH. 


Senator Matonr. Mr. Fischnaller, if you have a statement for the 
record, you may go ahead and make it. Offered statements have to 
stand on their own feet. 

Would you first identify yourself for the record ? 


ALASKAN PRODUCER URGES CONTINUANCE OF SMELTER 


Mr. Fiscunauier. I am H. R. Fischnaller. I just feel that we are 
sort of peanut operators, as it were. Yet the closing of the smelter, 
and if we had no smelter in the United States, would be quite a blow 
to us. 

There are several of us in the business in Alaska. 

Senator Matone. Are you shipping ore now to the Texas City 
smelter ? 

Mr. Fiscunauier. Yes; we have in the past. 

Senator Martone. To what extent? 

Mr. Fiscunauier. We ship them about $292,000 worth for which 
we receive $292,000. 

Senator Martone. Over what period? 

Mr. Fiscunauuer. In 1950 and 1951. 

Senator Matonr. What seemed to be your prospects up there? 

Mr. Fiscunattrr. We are now making good money. The company 
now makes a good profit, but only since very recently. 

That has been due to hard conditions up there, building a first-class 
plant. From now on, we should make good money. The closing 
of that smelter would cost our little country $100,000 a year because 
we have to go to London or Japan with it, probably to London. 

Some of the people in the business up there are quitting this year. 
Ramstead is quitting because of the uncertainty of the market. 

Senator Martone. How long have you been in Alaska? 

Mr. FiscnHnauier. Well, I started with this company 35 years ago. 

Senator Matonr. What are future prospects in tin production in 
Alaska just in general terms, in your opinion ? 


ALASKAN TIN DEPOSITS 


Mr. Fiscunatier. Well, as some of the folks here know, it is a 
matter of our future exploration. It has been said by good engineers, 
and I am referring to Frederick Fearing, that there is as much tin 
in the Bering Strait country as there is in all of Bolivia. 

Whether that is right or wrong, I wouldn’t know. 

Senator Matong. It is a question of grade? 

Mr. Fiscunau_er. No; it is the question of finding it. It is there. 

For instance, excellent geologists have said that just where we are 
mining that 33,000 tons of placer tin are in our very narrow valley 
there. I believe that is right. We are mining a hillside and the 
large amount of fluorspar in it has sluffed off two-thirds. 

Senator Martone. Do you mine fluorspar there ? 

Mr. Fiscunarter. We are just now beginning on the fluorspar. 
Whether aur market will be good or bad for it, I do not know. Some 
Canadian folks, because of the big impetus in aluminum there, think 
that they will probably put up an acid plant there. 
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If they do, we will have to give them the fluorspar for it in order 
to make the hydrofluoric acid. 

It has been said by Government men that that is the largest known 
deposit in the world on fluorspar. That I do not know, but I just want 
to call your attention to one little thing. It may be more than a 
little thing. 

Between us up there we probably have a payroll of about $1 million. 

Senator Matonr. A year? 

Mr. FiscHNALLER. Yes, sir. 

Senator Matone. You say “between us”? 

Are there several companies? 

Mr. Fiscunauver. There are other people who have either been in 
the business or are starting now. 

Senator Martone. In the tin business? 

Mr, FiscHNauuer. Yes, sir. 

I believe half of that would be a direct charge that the Government 
paid out anyway to maintain those natives, if we did not pay them. 
I was just thinking a while ago when Mr. McKinnon was saying 
we might lose something for a coupie of months, about that. 

Senator Martone. A couple of years. 

Mr. FiscHnauuier. Well, he thought he could break even and it seems 
to me that that one-half million dollars that they save would probably 
come out of a different pocket, but, after all, it would be out of the 
Government’s pocket someplace. 

Maybe you could credit him with that one because, if we were not 
paying $1 million in wages up there, the Government would pay out 
$500,000 to maintain those natives. 

Senator Martone. You call them natives. Are they Indians? 


Mr. Fiscunatier. They are Eskimos, and they are at least three- 
quarters of our employees. 

Senator Martone. Are they good workers, good mining hands? 

Mr. Fiscunaiter. Well, they are pretty fair; yes, sir. 


ALASKAN WAGE SCALE 


Senator Matonr. What do you pay in wages? 

Mr. Fiscunauuer. They averaged $437 a month last year, of which 
$90 was deducted for food, and at $3 a day. So that they did get an 
uverage of $347. 

Senator Martone. That is pretty good wages. 

Mr. Fiscunauter. Yes; but it is a pretty tough country. We hada 
man killed there yesterday. It is tough country and hard work. 

Senator Martone. Thank you very kindly for your statement. If 
you have anything extra that you want to offer the committee, send it 
in later, 

Mr. Fiscunauier. I only have the hope that we could have a smelter 
someplace in the United States. 

Senator Martone. Thank you. 

We will stand adjourned at the call of the Chair. 

(Whereupon, at 1:50 p. m., the hearing was adjourned.) 
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